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STATE, FOREIGN OPERATIONS, AND RELATED 
PROGRAMS APPROPRIATIONS FOR 2012 


Thursday, March 10, 2011. 

U.S. DEPARTMENT OF STATE 
WITNESS 

HON. HILLARY RODHAM CLINTON, SECRETARY, DEPARTMENT OF 

STATE 

Ms. Granger. The Subcommittee on State, Foreign Operations, 
and Related Programs will come to order. 

I want to welcome everyone to today’s subcommittee hearing. 

Madam Secretary, thank you for appearing today to testify on 
the administration’s fiscal year 2012 budget request for the State 
Department and Foreign Assistance Programs. I know last week 
was very busy for you, as are all the weeks, and for this Com- 
mittee, and I am glad that we were able to get this hearing back 
on the schedule today, and I appreciate it very much. 

The issues we will discuss are critically important for U.S. na- 
tional security. Our efforts in Afghanistan, Pakistan, and in Iraq 
must achieve clear objectives and demonstrate results. At the same 
time, we are all anxiously watching the rapidly unfolding events in 
the Middle East and North Africa. We must support efforts for re- 
form in this region. Continued investments in democracy promotion 
and military assistance will be critical to maintaining peace in a 
very difficult environment. 

In our own hemisphere, drugs and human trafficking remain 
grave concerns. Powerful cartels continue to push narcotics through 
South and Central America into Mexico, bringing violence to our 
own backyard. In my home State of Texas, the violence in Mexico 
is spilling across the border. We must take action now. 

Even with all these serious issues we are facing around the 
world, as Admiral Mullen said so well, our debt is the greatest 
threat to our national security. So we must make difficult choices 
today in order to protect the most critical diplomatic and develop- 
ment funding for the future. While it won’t be easy, the administra- 
tion and the Congress must work together to make wise decisions 
to lead this country forward and to insulate us from future threats. 

The State-Eoreign Operations bill supports critical national secu- 
rity interests, but we can not continue to spend like we have in the 
past. I want to be clear that I remain committed to protecting our 
national security with investments abroad while giving appropriate 
attention to our economic recovery here at home. 

While this Congress and the administration still have a great 
deal of work to do, the State-Eoreign Operations portion of H.R. 1 — 
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the continuing resolution passed by the House a few weeks ago — 
was a first attempt to achieve the right balance. This bill 
prioritized the frontline states of Afghanistan, Pakistan, and Iraq, 
and key allies like Israel and Jordan. At the same time, H.R. 1 
made significant cuts to programs we simply can not afford. Plans 
to increase State and USAID staff, support large multi-year com- 
mitments, and boost lending by international banks must be recon- 
sidered. 

The hearing today is the subcommittee’s first chance to hear how 
the administration has prioritized its needs for fiscal year 2012. 
The budget request totals $59.5 billion for the State-Foreign Oper- 
ations Subcommittee, which is almost $11 billion above the fiscal 
year 2010 enacted level. This funding level does include for the 
first time a separate account for the extraordinary cost of operating 
in the frontline states. 

I would like to highlight several areas of the budget request that 
deserve the subcommittee’s attention. 

The request for Iraq is billions of dollars more than the State De- 
partment and USAID spent in fiscal year 2010, but this is signifi- 
cantly less than the cost of keeping troops on the ground, and we 
recognize that. As the State Department prepares to become the 
lead agency in Iraq on October first, serious questions remain 
about State’s capability to manage a program of this size and en- 
sure the security of diplomatic and development staff. 

In Afghanistan, the administration continues to focus on pro- 
viding direct assistance to the government. The subcommittee will 
continue to watch this closely. We will also be following how the 
administration monitors and evaluates projects, because clear goals 
must be achieved so that the civilian effort complements the mili- 
tary activity. It is only through an integrated strategy that we will 
ensure that terrorists do not have safe havens to plan attacks on 
the United States. 

I am concerned about security changes by the Government of Af- 
ghanistan that could make the operating environment even more 
difficult for U.S. Government employees and contractors. A reason- 
able agreement must be reached so that there is a successful tran- 
sition to Afghan security forces, but counterinsurgency and devel- 
opment goals can not be put in jeopardy. 

In Pakistan, the United States continues to demonstrate its com- 
mitment to an enduring strategic partnership focused on economic, 
military, and police assistance to help root out extremists and sup- 
port other critical investments. 

For our ally Israel, this budget includes more than $3 billion to 
help maintain a strong military in an increasingly volatile region. 

While the budget proposal does not include planned reductions 
for Colombia and Mexico, there is a continued focus on these coun- 
tries and their neighbors. The subcommittee needs to hear more 
about how the funding requested will sustain gains made in Colom- 
bia over the last decade and will help Mexico build the institutions 
it needs to forge a lasting front against the cartels. 

In closing, I want to thank the men and women of this country 
who are serving overseas, especially those placed in the most dif- 
ficult circumstances. I also want to thank Secretary Clinton for her 
dedicated service to this Nation. 
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I believe that, working together, we can maintain an effective 
and efficient diplomatic and development capability in key areas 
around the world. But justifying the total funding levels proposed 
in this budget simply will not be possible. 

I hope today will be the first of many conversations to determine 
how the United States can remain a leader in the world through 
a period of extraordinary political crisis and, at the same time, 
emerge quickly from our economic turmoil. 

In a moment, I would like to turn to the esteemed ranking mem- 
ber, Mrs. Nita Lowey, for her opening statement. After that, I will 
turn to Chairman Rogers and Ranking Member Dicks, if they have 
opening statements. Then I will call on Members based on seniority 
and who was in attendance when the hearing was called to order. 
I will alternate between majority and minority, and ask that each 
Member keep their questions to within 5 minutes. If the time per- 
mits, we will have a second round of questions. And we have a 
light in front of the Secretary. 

I will now turn to Mrs. Lowey for her opening remarks. 

Opening Remarks of Mrs. Lowey 

Mrs. Lowey. Thank you. 

And I join Chairwoman Granger in welcoming you back to our 
subcommittee. Secretary Clinton. As always, it is an honor, it is a 
privilege. We thank you for your extraordinarily strong leadership. 
Your steady hand and effective representation of the United States 
of America never ceases to impress and amaze me, especially dur- 
ing crises like those we face throughout Northern Africa and the 
Middle East. We thank you. 

In this time of fiscal belt-tightening, it is important that we not 
lose sight of the fact that diplomacy and development are crucial 
to promoting stability, improving economies, and sustaining peace. 
These investments help prevent threats to our national security 
and cost far less in lives and treasure than the deployment of 
troops. We cannot let our current fiscal crisis create a future secu- 
rity crisis by cutting these invaluable programs. 

That is why I am particularly pleased the President requested 
$27 billion to support global development in fiscal year 2012. As- 
sistance for addressing global climate change, food security, and 
health challenges helps create the conditions in developing coun- 
tries for the growth of democracy, economic expansion, and, ulti- 
mately, increased stability. 

In addition, this budget request would advance our security im- 
peratives by bolstering counter-drug and anti-crime programs; com- 
batting transnational crime, terrorism, and the proliferation of 
weapons of mass destruction; strengthening our allies, including 
Israel, Jordan, and Egypt; and providing assistance to prevent con- 
flicts in volatile regions. 

Humanitarian assistance for victims of natural disasters and 
conflict and aid to refugees and the internally displaced will en- 
courage stability in vulnerable regions while meeting our moral ob- 
ligations to help those most in need. 

However, I am troubled that this request does not prioritize basic 
education, an issue that I believe is crucial to the success of our 
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efforts to promote health, economic development, gender equality, 
and long-term security. 

Over the last 10 years, I have worked to increase funding for 
basic education programs, and, over that time, we have made sig- 
nificant progress. For example, in sub-Saharan Africa, enrollment 
in primary school has increased over 50 percent. However, despite 
our successes, more than 70 million children remain out of school. 
I hope you will commit to me today to prioritize our efforts in sup- 
port of attaining universal primary education for all children by 
2015. 

By the way, at the amazing event that you hosted at the State 
Department in honor of International Women’s Day, I was particu- 
larly pleased that Prime Minister of Australia Julia Gillard empha- 
sized the importance of education. I do hope we can continue to 
work together, particularly focusing on girls’ education, which is a 
major obstacle in so many parts of the world. 

Now, we know that the current fiscal situation demands tough 
decisions and this request reflects a thoughtful analysis of where 
cuts can be absorbed. I appreciate the care the administration took 
to provide Congress with a realistic request. 

However, we know from last week’s debate on the continuing res- 
olution that several programs that you have included in your re- 
quest are going to be subject to reductions in the House. One area 
of particular concern to me is the drastic cut to international family 
planning that was accompanied by divisive policy changes, such as 
a reinstatement of the global gag rule. I hope that you can address 
what these cuts and policy changes would mean to the millions of 
women and families who depend on these programs, many for their 
basic health. 

Finally, we welcome your thoughts on the effect the revolutions 
in Tunisia and Egypt, the unrest in Libya, Yemen, Algeria, Bah- 
rain, Oman, and Jordan, and the new Government in Lebanon will 
have on both our foreign policy and our aid to the region. 

I smile not because of the seriousness of the situation but the 
enormous challenges that you are dealing with so effectively. And 
for that we are so grateful and so very appreciative. Madam Sec- 
retary. 

Thank you. 

Ms. Granger. Thank you. 

Mr. Rogers, do you have any opening remarks you would like to 
make? 


Opening Remarks of Chairman Rogers 

Mr. Rogers. Yes. Thank you. Madam Chairwoman, for the time. 

Madam Secretary, welcome to the old haunt here on the Hill. We 
are glad to have you back here. We appreciate your service. 

And I apologize to you. We have been playing phone tag about 
getting together for a breakfast meeting. And I assure you that is 
on my list. 

We want to thank you for being here today. This is truly a his- 
toric time for the Congress, the Nation and, indeed, the world. I 
don’t have to tell you that we, I think, are at a crossroads here at 
home. 
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Over the last two years, we have increased discretionary spend- 
ing by 24 percent, including the stimulus, funding has increased by 
84 percent — clearly unsustainable. Since 2008, base appropriations 
for State-Foreign Operations Subcommittee has grown by more 
than 33 percent. We are borrowing 40 cents on the dollar that we 
spend. And it is time that we get serious about reducing spending 
and putting a dent in our record-setting deficit. 

It is difficult to believe that the Administration shares my goal 
to cut spending when the FY2012 State-Foreign Operations request 
of $59.5 billion is an increase of more than 22 percent above the 
FY2010 bill. Even if FY2010 supplementals are included, the budg- 
et still represents an 8 percent increase. 

While I share the chairwoman’s interest in supporting national 
security priorities, we simply cannot sustain the level of spending 
in this bill. We have some tough choices ahead for us and for you. 
And I look forward to hearing from you today about the adminis- 
tration’s priorities, especially where we might be able to squeeze 
some spending out of the request. I appreciate your thoughts. 

Ms. Granger. Thank you. 

Mr. Dicks, do you have opening remarks you would like to make? 
Opening Remarks of Mr. Dicks 

Mr. Dicks. Thank you. 

Secretary Clinton, I want to join with Chairwoman Granger and 
Ranking Member Lowey and welcome you today. 

Along with Defense, the State Department and USAID are crit- 
ical components of the U.S. National Security Strategy and essen- 
tial to making Americans safe at home and abroad. I have appre- 
ciated the great cooperation you and Secretary Gates have dem- 
onstrated to the country and to the world. That is quite important 
and somewhat unusual. 

With this budget request, the administration seeks diplomacy 
and development funding levels that will result in longer-term sav- 
ings as we continue to transition from the military to civilian re- 
sponsibility in Iraq and support counterinsurgency and stabiliza- 
tion programs in countries like Afghanistan, Pakistan, Yemen, So- 
malia, and Sudan. 

As we strive to foster greater stability and security overseas 
through smart power, we face pressing domestic needs. While there 
are signs of recovery in the economy, with the unemployment rate 
dropping to 8.9 percent, the growing Federal deficit and budget def- 
icit, the creation of jobs, and provision of economic security for 
American families must be the primary focus of this Congress. 

There is no doubt that this will make it difficult to sustain and 
expand all the priorities laid out in the President’s budget request. 
Yet, through our appropriations process, I am still optimistic we 
can balance our domestic and international priorities. 

But if we are to increase our assistance in these challenging eco- 
nomic times, we must ensure every dollar is well-spent. Our invest- 
ments in diplomacy and development continue to yield great divi- 
dends over time, because, as we all know, diplomacy and develop- 
ment cost far less in life and treasure than deploying our troops 
and are more effective methods of sustaining lasting peace and sta- 
bility. 
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Stable democracies and prosperous communities are less likely to 
pose a threat to their neighbors or to us. With this in mind, 
Madam Secretary, I am pleased that the administration seeks to 
invest in our future by funding such critical activities as combat- 
ting global climate change, food security, and global health, which 
are clearly aimed at creating the necessary conditions in developing 
countries for the growth of democracy, economic expansion, and, ul- 
timately, increased stability. These are priorities we all share. 

So I look forward to your statement. I look forward to hearing 
a little bit about how things are going in this transition in Iraq, 
where the State Department is expanding its operations and the 
Defense Department is bringing down its operations. I think this 
is a very critical moment. 

Thank you. Madam Chair. 

Ms. Granger. Madam Secretary, please feel free to summarize 
your remarks. And, without objection, your full statement will be 
submitted for the record. 

Opening Statement of Secretary Clinton 

Secretary Clinton. Thank you very much. 

And I want to congratulate the chairwoman upon assuming this 
important post at such a critical moment in world history, not just 
American history. And I want to recognize and thank not only the 
ranking member. Congresswoman Lowey, but my congresswoman. 
So I am delighted to b^e here — and Chairman Rogers and Ranking 
Member Dicks, and all the members of the subcommittee. 

I want to say a few words about these remarkable changes occur- 
ring across the Middle East. Yes, it is exciting, and it also presents 
very significant challenges to America’s position, to our security, 
and to our long-term interests. 

Next week, I will travel to Cairo and Tunis to speak directly with 
the Egyptian and Tunisian people. I will be meeting with their 
transitional leaders. And I intend to convey the strong support of 
the Obama Administration and the American people, that we wish 
to be a partner in the important work that lies ahead as they em- 
bark on a transition to a genuine democracy. 

We know how difficult that will be. This is the kind of challenge 
that we have seen in other parts of the world. Some countries, such 
as most of those in the former Soviet Union and Eastern and Cen- 
tral Europe, navigated those challenges successfully. Others have 
not. We have an enormous stake in ensuring that Egypt and Tuni- 
sia provide models for the kind of democracy that we want to see. 

Now, in Libya, at the same time, a dictator is denying his people 
that same path forward. And we are standing with the Libyan peo- 
ple as they brave bombs and bullets to demand that Qadhafi must 
go now without further violence or delay. 

Our diplomats are hard at work with our allies and partners, in- 
cluding in the United Nations, NATO, the African Union, the Arab 
League, the Gulf Cooperation Council, to isolate, sanction, and 
pressure Qadhafi to stop the violence against his own people and 
to send a clear message to those around Qadhafi who continue to 
enable this horrific attack on his own people that they, too, will be 
held accountable if they commit crimes against the Libyan people. 
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We remain engaged with the Libyan Sanctions Committee at the 
United Nations to consider tougher measures as the situation de- 
velops. And we are reaching out to the opposition inside and out- 
side of Libya. I will be meeting with some of those figures, both 
here in the United States and when I travel next week, to discuss 
what more the United States and others can do. 

Now, the United States, through the State Department and 
USAID, are already providing food, shelter, water, medical sup- 
plies, and evacuation assistance to those who are fleeing the vio- 
lence. We have dispatched expert humanitarian teams to assess 
the needs on the borders, and we stand ready to expand those ef- 
forts. 

The military has positioned assets to support these critical hu- 
manitarian missions. And the United States military, I am very 
proud to say, has airlifted home hundreds of Egyptian migrants — 
it may be in the thousands by now — who fled from Libya into Tuni- 
sia. This was a direct request from the Egyptian Government 
through the Supreme Council of the Armed Forces. 

We are considering all of our options. In the years ahead, we 
know that Libya could become a stable, peaceful society on the way 
to a democracy or it could fall into chaos and violence. The stakes 
are so high, not only, although primarily, for the Libyan people, but 
for the rest of the world. 

And this is an unfolding example of how we are using the com- 
bined assets of diplomacy, development, and defense to protect our 
interests and advance our values. This integrated approach is not 
just how we respond to crises; it is the most effective and cost-effec- 
tive way to sustain and advance our security. And it is only pos- 
sible with a budget that supports all the tools in our national secu- 
rity arsenal. 

Now, I want to join my voice to those who, like the chairwoman, 
have made it very clear that the American people have a right to 
be justifiably concerned about our national debt. I am, too. But I 
know that we have so many tough decisions that we are facing 
right now that the American people also want us to be smart about 
the decisions we make and the investments that we are making in 
the future. 

Just 2 years ago, I asked that we renew our investment in devel- 
opment and diplomacy, and we are seeing tangible results: In Iraq, 
almost 100,000 of our troops have come home, and civilians are 
poised to keep the peace. In Afghanistan, integrated military and 
civilian surges have helped set the stage for our diplomatic surge 
to support Afghan-led reconciliation that can end the conflict and 
put al Qaeda on the run. We have imposed, with your very strong 
support, the strongest sanctions yet to reign in Iran’s nuclear ambi- 
tions. We have reengaged as a leader in the Pacific and in our own 
hemisphere. We have signed trade deals to promote American jobs 
and nuclear-weapons treaties to protect our people. We worked 
with northern and southern Sudanese to achieve a peaceful ref- 
erendum and prevent a return to civil war. And we are working to 
open societies and to create economies that will have political sup- 
port to have irreversible democratic transitions. 
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Now, the progress is significant, but the work is formidable that 
lies ahead. The fiscal year 2012 budget is a budget that will allow 
us to continue pressing forward. 

We think it is a lean budget for lean times. I launched the first- 
ever Quadrennial Diplomacy and Development Review to help us 
maximize the impact of every dollar. We scrubbed this budget. We 
made painful but responsible cuts. We cut economic assistance to 
Central and Eastern Europe, to the Caucasus, to Central Asia. We 
cut development assistance to over 20 countries by more than half. 

This year, for the first time, our request is divided into two parts. 
Our core budget request is $47 billion for the State Department 
and USAID. That supports programs and partnerships in every 
country but North Korea, and it is essentially flat from 2010 levels. 

The second part of our request funds the extraordinary tem- 
porary portion of our war effort the same way the Pentagon’s re- 
quest is funded, in a separate overseas contingency operations ac- 
count, known as OCO. Instead of covering war expenses through 
supplemental appropriations, we are now taking a more trans- 
parent approach that fully reflects the integrated civilian-military 
efforts. 

Our share of the President’s $126 billion request for exceptional 
wartime costs is $8.7 billion. So, all told, we have a $47 billion 
operational account and an $8.7 billion overseas contingency oper- 
ations account. 

Now, the 150 account, as a whole, that was referred to by Mr. 
Lewis, is $59.5 billion. Well, that is both Treasury, MCC, and all 
the other foreign aid accounts that I know that you are also paying 
attention to. 

But let me just quickly walk you through this. Because on this 
issue of our $8.7 billion overseas contingency operations, we have 
the strongest support from Secretary Gates, from Admiral Mullen. 
And next week — I was speaking with General Petraeus last night — 
he will be here on the Hill strongly supporting the civilian effort 
that goes hand-in-hand with what he is doing so heroically in Af- 
ghanistan. 

So we are funding vital civilian missions in Afghanistan, Paki- 
stan, and Iraq with this $8.7 billion. We do have al Qaeda under 
pressure as never before. The military surge and our civilian 
surge — because when I became Secretary of State, we had 300 civil- 
ians in Afghanistan, and most of them were on 6-month rotations. 
We were not doing our part to be a good partner to our military 
colleagues. We now have nearly 1,200 civilians, and they are there 
day-in and day-out, and they are in some of the roughest terrain 
you can find anywhere. Our military commanders literally tell me 
every week that we cannot succeed without a strong civilian part- 
ner for our military efforts. 

Equally important is our assistance to Pakistan. As the chair- 
woman said, we are trying to deepen our relationship. There are 
many challenges confronting us, but we know what happens when 
we walk away from Pakistan. We did it before, and the results, un- 
fortunately, were quite dire for us. 

And after so much sacrifice in Iraq, we have a chance now to 
help the Iraqi people build a stable, democratic country in the 
heart of the Middle East. Now, while we are hoping what happens 
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in Egypt and Tunisia will be positive, we already have held elec- 
tions twice in Iraq. We have a government; took a while to get set 
up, not as long as, I would add, that it has taken the Belgians to 
have a government, but it finally got set up. And now we have to 
be there with support. 

This budget also saves us money, if you look at it, because the 
military’s total OCO request — and I know that Congressman Dicks 
is well-acquainted with this — worldwide will drop $45 billion from 
2010. Our costs on the civilian side will increase by less than $4 
billion. Now, we think that is a good return on the investment of 
blood and treasure that this country has already made. 

Secondly, even as our civilians bring today’s wars to a close, we 
are working as hard as we can to prevent tomorrow’s. We devote 
$4 billion in this budget to sustaining a strong U.S. presence in 
volatile places. 

In Yemen, the headquarters of al Qaeda in the Arabian Penin- 
sula, we are working to provide security, development, and human- 
itarian assistance. We are focused on the same goals in Somalia, 
the home of al-Shabaab. We are helping the northern and southern 
Sudanese chart a peaceful future. We are helping Haiti rebuild. 

And we propose a new global security contingency fund that 
would pool resources, for the first time, with the Defense Depart- 
ment, to have that expertise and cooperation to respond quickly to 
challenges. 

We also strengthen our allies and partners. We are training 
Mexican police to take on the violent cartels and secure our south- 
ern border. We provide nearly $3.1 billion for Israel. We support 
Jordan and the Palestinians. We help Egypt and Tunisia. We are 
providing security assistance to over 130 nations. 

And I would just say that we have gotten our money’s worth. The 
support we have given to the Egyptian military over 30 years made 
it possible for us to have an open line of communication between 
our military leadership and the Egyptian military leadership. And 
having trained a generation of Egyptian officers, we saw them re- 
fusing to fire on their own people under tremendous pressure. 

Third, we are making investments in human security, focusing 
on hunger, disease, climate change, humanitarian emergencies. 

Our largest investment is in global health programs, including 
those launched by President George W. Bush. These programs not 
only stabilize societies devastated by HIV, malaria, tuberculosis, 
and other illnesses, they save the lives of mothers and children and 
halt the spread of deadly disease toward our own country. 

Global food prices are approaching an all-time high. Three years 
ago, this led to protests and riots. We have worked now very closely 
with our agricultural experts to come up with proposals that will 
actually over time move people from being food recipients to food 
producers. And we do believe that strengthening countries against 
droughts, floods, and other weather disasters, promoting clean en- 
ergy, and preserving tropical forests helps us with our own security 
and our own challenges here at home. 

Fourth, we are committed to making our foreign policy a force for 
domestic economic renewal. We work very hard on this, to bring 
jobs back to the United States, to create more economic growth 
here at home. 
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To give you one example, the 8 Open Skies agreements we have 
signed over the last 2 years will open dozens of new markets to 
American carriers overseas. The Dallas-Fort Worth airport, Madam 
Chairman, which already supports 300,000 jobs, will see billions of 
dollars in new business. And I know that Chairwoman Granger 
calls that the economic engine of north Texas. 

Fifth and finally, this budget funds the people and platforms that 
make possible everything I have described. We have diplomatic re- 
lations with 190 countries. Having served in the Senate for 8 years, 
I know what it is like to get a phone call when an American citizen 
somewhere is in trouble in one of those 190 countries. And I know 
what it is like to be told, as Secretary of State, that somebody is 
in trouble in a country where we don’t have adequate diplomatic 
relations. We have political officers defusing crises, development of- 
ficers expanding opportunity, and economic officers working to 
make deals for American business. 

Several of you have asked the Department about the safety of 
your constituents in the Middle East. Well, this budget helps fund 
the consular officers, who evacuated over 2,600 Americans from 
Egypt and Libya, nearly 17,000 from Haiti after the earthquake, 
they issued 14 million passports. They are the first line of defense 
against would-be terrorists seeking visas to enter our country. 

Now, I know that 2011 is a tough time. And I sent Chairman 
Rogers a letter; I have spoken to Speaker Boehner. It will be very 
difficult for us, as we are now planning our civilian efforts in an 
ongoing way in Iraq, Afghanistan, and Pakistan, to absorb a 16 
percent cut that passed the House last month. 

We have to do our part with the military. And I know that what 
is often the case is we talk about nondefense discretionary. And, of 
course, that leaves out State and USAID. It includes the Depart- 
ment of Homeland Security, it includes Veterans, and includes De- 
fense. 

But here we are. I have diplomats and development experts in 
Helmand province. I have them going in with the Marines into 
Kandahar. I have them trying to figure out how we are going to 
have a strong, robust presence in Iraq to stand against Iran and 
to support that Iraqi Government. We cannot plan what we are ex- 
pected to do if we can’t get the budget for 2011 that we have pre- 
mised the planning on. 

Now, finally, I know how tough these decisions are. I was here 
in the 1990s, not in this capacity, and I saw the difficult decisions 
we made then, which put us on a path to having balanced budgets, 
surpluses, and, frankly, being on the road to actually balancing our 
budget. 9/11 happened, a lot of other things happened in the fol- 
lowing years. We are trying to get ourselves back on a strong fiscal 
footing. Unfortunately, the world hasn’t stopped while we do that. 

And so, as I look at the challenges for global leadership from the 
United States, I know we are tempted to try to step back from 
these obligations, but every time we have done that, it has come 
back and hit us right square between the eyes. We left Afghanistan 
after we pushed the Soviet Union out, and now we are paying a 
terrible price for that. Generations of Americans have grown up 
successful and safe because we have stepped up. 
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We think that in the world today we have more than we can say 
grace over, but we are positioned to try to deal with it. And we can- 
not do it unless we remember that our national security depends 
not just on defense but on diplomacy and development, working to- 
gether, unlike anything we have done historically, today to really 
deliver on America’s security, our interests, and our values. 

Thank you. 

[The information follows:] 
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TESTIMONY 

SECRETARY OF STATE HILLARY RODHAM CLINTON 
2012 STATE AND USAID BUDGET REQUEST 
HOUSE APPROPRIATIONS COMMITTEE 
ON FOREIGN OPERATIONS (HACFO) 

MARCH 10, 2011 

Thank you very much. I want to congratulate Chairwoman Granger, who takes on 
her new post at such an important time. I also want to recognize my 
Congresswoman and old friend, Ranking Member Nita Lowey. 

Before I begin my testimony, let me say a few words about the remarkable changes 
unfolding across the Middle East, As people lay claim to their futures, we see both 
exciting changes and significant new challenges. We are all inspired by what the 
Egyptian and Tunisian people have already accomplished, and we are committed 
to be a partner in the difficult, important work that lies ahead. 

In Libya, a dictator is denying his people that same path forward. We are standing 
with the Libyan people as they brave bombs and bullets to demand that Qaddafi 
must go now, without further violence or delay. Our diplomats are hard at work 
with our allies and partners — including NATO, the UN, the African Union, the 
Arab League and the Gulf Cooperation Council — ^to isolate, sanction and pressure 
Qaddafi to stop the violence against his own people. We remain engaged with the 
Libya Sanctions Committee at the UN to consider tougher measures as the 
situation develops. And we are reaching out to the opposition inside and outside of 
Libya. 

State and USAID are providing food, water, shelter, medical supplies and 
evacuation assistance to those fleeing the violence. We have dispatched expert 
humanitarian teams to assess needs on Libya’s borders and stand ready to expand 
these efforts. The military has positioned assets to support critical humanitarian 
missions and airlifted home hundreds of Egyptian migrants who fled from Libya 
into Tunisia. And, as President Obama has said, we are considering all of our 
options. 

In the years ahead, Libya could become a stable, peaceflil democracy or it could 
fall into chaos and violence. The stakes are high. And this is an unfolding example 
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of how we use the combined assets of diplomacy, development, and defense to 
protect our interests and advance our values. 

This integrated approach is not just how we respond to crises. It is the most 
effective — and cost-effective — way to sustain and advance our security across the 
world. And it is only possible with a budget that supports all the tools in our 
national security arsenal — which is what we are here to discuss today. 

The American people today are justifiably concerned about our national debt. I 
am, too. But they also want responsible investments in our future. Just two years 
after President Obama and I first asked you to renew our investment in 
development and diplomacy, we are already seeing tangible returns for our 
national security: 

In Iraq, almost 100,000 troops have come home and civilians are poised to keep 
the peace. In Afghanistan, integrated military and civilian surges have helped set 
the stage for our diplomatic surge to support Afghan-led reconciliation that can end 
the conflict and put al Qaeda on the run. We have imposed the toughest sanctions 
yet to rein in Iran’s nuclear ambitions. We have reengaged as a leader in the 
Pacific and in our own hemisphere. We have signed trade deals to promote 
American jobs and nuclear weapons treaties to protect our people. We worked 
with northern and southern Sudanese to achieve a peaceful referendum and prevent 
a return to civil war. And we are working to open political systems, economies 
and societies across the Middle East and to support peaceful, irreversible 
democratic transitions in Egypt and Tunisia. 

Our progress is significant, but our work is ongoing. These missions are vital to 
our national security, and now would be the WTong time to puli back. 

The FY 2012 budget we discuss today will allow us to keep pressing ahead. It is a 
lean budget for lean times. I launched the first-ever Quadrennial Diplomacy and 
Development Review to help us maximize the impact of every dollar we spend. 

We scrubbed this budget and made painful but responsible cuts. We cut economic 
assistance to Central and Eastern Europe, the Caucasus and Central Asia by 15 
percent, and we cut development assistance to over 20 countries by more than half 
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This year, for the first time, our request is divided in two parts: Our core budget 
request of $47 billion, which supports programs and partnerships in every country 
but North Korea, is essentially flat from 2010 levels. 

The second part of our request funds the extraordinary, temporary portion of our 
war effort the same way the Pentagon’s request is funded: in a separate Overseas 
Contingency Operations account known as “OCO.” Instead of covering our war 
expenses through supplemental appropriations, we are now taking a more 
transparent approach that reflects our fully integrated civilian-militaiy effort on the 
ground. Our share of the President’s $126 billion request for these exceptional 
wartime costs is $8.7 billion. 

Let me now walk you through a few of our key investments. 

First, this budget funds vital civilian missions in Afghanistan, Pakistan, and Iraq. 

In Afghanistan and Pakistan, al Qaeda is under pressure as never before. 

Alongside our military offensive, we are engaged in a major civilian effort to help 
build up the governments, economies and civil society of both countries and 
undercut the insurgency. These two surges set the stage for a third; a diplomatic 
push in support of an Afghan process to split the Taliban from al Qaeda, bring the 
conflict to an end, and help to stabilize the entire region. 

Qur military commanders are emphatic that they cannot succeed without a strong 
civilian partner. Retreating from our civilian surge in Afghanistan — with our 
troops still in the field — would be a grave mistake. 

Equally important is our assistance to Pakistan, a nuclear-armed nation with strong 
ties and interests in Afghanistan. We are working to deepen our partnership and 
keep it focused on addressing Pakistan’s political and economic challenges as well 
as our shared threats. 

After so much sacrifice in Iraq, we have a chance to help the Iraqi people build a 
stable, democratic country in the heart of the Middle East. What we are hoping 
will happen in Egypt and in Libya and in Tunisia is happening in Iraq. And it is 
imperative that, as our troops come home, our civilians take the lead, and 
inculcating the habits of the heart that are at the root of any democratic society. 
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Shifting responsibilities from soldiers to civilians actually saves taxpayers a great 
deal of money. The military’s total OCO request worldwide will drop by $45 
billion from 2010, while our costs will increase by less than $4 billion. Everj' 
business owner I know would gladly invest $4 to save $45. 

Second, even as our civilians help bring today’s wars to a close, we are also 
working to prevent tomorrow’s. 

This budget devotes over $4 billion to sustaining a strong U.S. presence in volatile 
places where our security and interests are at stake. In Yemen, it provides security, 
development and humanitarian assistance to deny al Qaeda a safe haven and to 
promote stability and progress. It focuses on those same goals in Somalia. It helps 
northern and southern Sudanese chart a peacefiil future. It helps Haiti to rebuild. 
And it proposes a new Global Security Contingency Fund that would pool 
resources and expertise with the Defense Department to respond quickly as new 
challenges emerge. 

This budget also strengthens our allies and partners. It trains Mexican police to 
take on violent cartels and secure our southern border. It provides nearly $3.1 
billion for Israel and supports Jordan and the Palestinians. It helps Egypt and 
Tunisia build stable and credible democracies. And it supports security assistance 
to over 130 nations. Over the years, these funds have created valuable ties with 
foreign militaries and, for example, trained a generation of Egyptian officers who 
refused to fire on their own people. Across the board, we are working to ensure 
that all who share the benefits of our spending also share the burdens of addressing 
common challenges. 

Third, we are making targeted investments in human security. We have focused on 
hunger, disease, climate change and humanitarian emergencies because these 
challenges not only threaten the security of individuals — ^they are the seeds of 
future conflict. 

Our largest investment is in global health programs, including those launched by 
President George W. Bush. These programs stabilize entire societies that have 
been devastated by HIV, malaria and other illnesses. They save the lives of 
mothers and children and halt the spread of deadly diseases. 
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Global food prices are approaching an all-time high. Three years ago, this led to 
protests and riots in dozens of countries. Food security is a cornerstone of global 
stability, and we are helping farmers to grow more food, drive economic growth, 
and turn aid recipients into trading partners. 

Climate change threatens food security, human security and our national security. 
Our budget builds resilience against droughts, floods and other weather disasters, 
promotes clean energy and preserves tropical forests. And it gives us leverage to 
persuade China, India and other nations to do their essential part to meet this 
urgent threat. 

Fourth, we are committed to making our foreign policy a force for domestic 
economic renewal. We are working aggressively to promote sustained economic 
growth, level playing fields, open markets, and create jobs here at home. To give 
just one example, the eight Open Skies Agreements we have signed over the last 
tw'o years will open dozens of new markets to American carriers. The Dallas Fort- 
Worth Airport, which supports 300,000 jobs, will see billions of dollars in new 
business for what Chairwoman Granger calls “the economic engine of North 
Texas.” 

Fifth and finally, this budget funds the people and platforms that make possible 
everything I’ve described. It allows us to sustain diplomatic relations with 190 
countries. It funds political officers defusing crises; development officers 
spreading opportunity; and economic officers who wake up every day thinking 
about how to put Americans back to work. 

Several of you have asked the Department about the safety of your constituents in 
the Middle East. Well, this budget also helps fund the consular officers who 
evacuated over 2,600 people from Egypt and Libya — and nearly 1 7,000 from 
Haiti. They issued 14 million passports last year and served as our finst line of 
defense against would-be terrorists seeking visas to enter our country. 

Td also like to sayjust a few words about our funding for the rest of 201 1. As 1 
told Speaker Boehner, Chairman Rogers and many others, the 1 6 percent cut for 
State and USAID that passed the House last month would be devastating to our 
national security. It would force us to scale back dramatically on critical missions 
in Iraq, Afghanistan, and Pakistan. As Secretary Gates, Admiral Mullen, and 
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General Petraeus have all emphasized to you, we need a fully engaged and fully 
funded national security team — including State and USAID. 

Now, there have always been moments of temptation in our country to resist 
obligations beyond our borders. But each time we have shrunk from global 
leadership, events summoned us back to reality. We saved money in the short term 
when we walked away from Afghanistan after the Cold War. But those savings 
came at an unspeakable cost — one we are still paying, ten years later, in money 
and lives. 

Generations of Americans — including my own — have grown up successful and 
safe because we chose to lead the world in tackling its greatest challenges. We 
invested the resources to build up democratic allies and vibrant trading partners in 
every region. And we did not shy away from defending our values, promoting our 
interests and seizing the opportunities of each new era. 

Having now traveled more than any other Secretary of State at this point in my 
tenure, I know firsthand that the world has never been in greater need of the 
qualities that distinguish us - our openness and iimovation, our determination, our 
devotion to universal values. Everywhere I travel, I see people looking to us for 
leadership. This is a source of strength, a point of pride and a great opportunity for 
the American people. But it is an achievement, not a birthright. It requires 
resolve — and it requires resources. 

I look forward to working closely together with you to do what is necessary to 
keep our country safe and maintain American leadership in a changing world. 
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Ms. Granger. Thank you, Madam Secretary. 

We will begin the questions now. I will start. We will have 5 
minutes each. Again, there is a light in front, and when it turns 
yellow, it means you have 1 minute. 

Madam Secretary, the fiscal year 2012 budget request includes 
funding for a number of global commitments the administration 
has made over just the past 2 years: a pledge for $3.5 million for 
agriculture over 3 years made at the G-8 summit in Italy; multibil- 
lion-dollar commitments for climate change programs at the Copen- 
hagen summit; almost $2 billion to fund capital increases at the 
multilateral development banks; and, most recently, a $4 billion 
pledge over 3 years to the Global Fund to Fight AIDS, TB, and Ma- 
laria. That is over $10 billion in 2 years only. 

In the times we have talked, you and I both, and the members 
of this subcommittee, have talked about the high deficits and tight 
budgets. My hope is the administration will stop making these 
large new multiyear commitments, but the commitments I just 
named have already been made. 

I would ask you, in your judgment, how would you suggest that 
the subcommittee go about prioritizing those commitments? 

Secretary Clinton. That is a very fair question, and I would an- 
swer it in the following ways. 

First, if you take our health initiative, which is building on what 
I saw as very good work that I supported as a Senator in the 
PEPFAR initiative from President Bush, that initiative has given 
us credibility and a very positive image in many parts of the world, 
particularly in sub-Saharan Africa, that we believe is right down 
the line with what we need to be doing. So, on the health initiative, 
I would hope we would continue to support it strongly. We have the 
infrastructure in place, and we are really viewed very favorably 
there. 

On the agriculture initiative, what we did was to look at all the 
money we were paying in emergency food, most of it on a supple- 
mental. You know, it would be constantly tacked on because people 
were starving and the American people are generous and this Con- 
gress was responsive. We looked at that and we said, if we got 
smarter about how we taught people how to farm, how we brought 
our own agricultural experts back — because we used to do that. In 
the 1960s, the 1970s, and the 1980s, our aid went to helping people 
actually produce their own food better, and then we shifted to 
emergency. We think this is a good investment that will actually 
lower the costs going forward. 

On climate change, I will give you one quick example. We have 
very strong allies in the Pacific island nations. They vote with us 
in the United Nations. They are some of our strongest supporters. 
China is making a very big pitch toward them. What we hear con- 
stantly is they need help dealing with climate change because they 
are actually seeing the results; they are having to evacuate their 
islands. We have a lot of good that we can get in our relations with 
a lot of these small nations around the world by investing, as we 
have in this budget, in trying to help them mitigate the climate 
change issue. 

So we are not just coming to say these are nice things to do, but 
we think that they fit into our overall strategy of keeping our 
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friends, building more friends and stronger relationships that will 
benefit us in the future. 

Ms. Granger. Thank you. You did not prioritize, but you gave 
a very good lobbying effort for those programs. So I will ask you 
again if you will reply in writing. 

I have some time left. The committee, you know, of course, has 
supported Mexico 

Secretary Clinton. Yes. 

Ms. Granger [continuing]. In the fight against drug violence. 
The appropriations have exceeded the $1.4 billion pledged for 
Merida. I was encouraged last week — I am sure we all were — with 
President Calderon and President Obama, but the violence con- 
tinues. 

Last year, GAO found that performance measures for the Merida 
Initiative were lacking, and it was difficult to determine if efforts 
to stem drug violence had been successful. I wrote to you in July 
asking you to devote your attention to this issue. The response 
from the Department stated the Government of Mexico will be a 
close partner in the process. But, Madam Secretary, 5 months have 
passed since that response, and the GAO testified before this sub- 
committee last week that it will be at least another 4 months be- 
fore we have better information on performance measures. 

As we put our funding together, we will say “What works, and 
how can we prove that it works?” And these programs are far too 
important to fund blindly. What can you tell us about the progress 
that is being made, what new goals will be set as efforts are ex- 
panded in Mexico, and how long will it take to develop these per- 
formance measures? 

Secretary Clinton. Well, we are in the midst of that, and I share 
your commitment to doing it. We have learned a lot from Plan Co- 
lombia. We are applying a lot of those lessons. We have tried to be 
careful about putting money out until we could hold Mexican Gov- 
ernment agencies accountable, which we are attempting to do. 

And I will provide you with a complete report about that. And 
I so appreciate your support for this because I happen to think it 
is one of our most important national security challenges. 

Ms. Granger. Thank you. 

Mrs. Lowey. 

Mrs. Lowey. Thank you. 

Madam Secretary, earlier this week, the Washington Post re- 
ported that there has been a shift in the U.S. Strategy in Afghani- 
stan and USAID will no longer be focusing on gender issues. The 
article reported that USAID has removed goals for promotion of 
women’s rights from the requirements for a $140 million land re- 
form project and from a $600 million municipal government reform 
project. The Post quotes senior officials saying, and I quote, “Gen- 
der issues are going to have to take a backseat to other priorities. 
There is no way we can be successful if we maintain every special 
interest and pet project.” 

Now, I know you pretty well. This is, quite frankly, unacceptable. 
Any progress we have made in Afghanistan with regard to women’s 
rights will be quickly rolled back by the Karzai government and 
others if we do not continue to emphasize the importance of gender 
equality. During my career, I have been a strong advocate for worn- 
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en’s rights. I know you have. So I don’t think we can stand by and 
let the administration roll back the critical work we have done in 
Afghanistan. 

Is the Post report accurate? If so, what is the justification? 

Secretary Clinton. It is not accurate, Congresswoman. And I am 
trying to find out who that unidentified administration official is, 
because that is not administration policy. 

Like you, we believe strongly that supporting women and girls is 
essential to building democracy and security. And so what we have 
done as part of a government-wide effort is to develop the civilian 
assistance strategy for Afghan women. And we are currently pro- 
viding more support than at any time in our government’s history 
to address illiteracy, poor health, extreme poverty, political exclu- 
sion. We are partnering with a lot of very courageous Afghan 
women and men. You met one of them at the Women of Courage 
event. We address gender discrimination and inequality. 

Now, we have a lot of challenges. I don’t want to sugarcoat this. 
This is really hard, and there are deep cultural challenges to doing 
this work. Long-excluded from education, health care, everything 
you can imagine, women are still not in any way given their rights 
or the opportunity to participate. 

But we have seen real progress. And I think that first the Bush 
administration, now the Obama administration — I want to publicly 
thank Mrs. Bush for her leadership in this area when she was 
First Lady. Since the fall of the Taliban, we have seen the return 
of 2.5 million girls to school. We have seen women in the par- 
liament, women in the loya jirgas, the High Peace Council that has 
been set up. 

And we have more than doubled our spending on women and 
girls since 2008. We have tripled our staff on the ground, starting 
in 2009, when I got there. And we have staffed a new four-person 
gender unit in Kabul to keep a close eye on where the money is 
going, to work with the Afghan Ministry of Women’s Affairs. 

And the final thing I would say is that, in this work we are now 
doing — ^because I talk about three surges: military, civilian, and 
diplomatic — the diplomatic surge on reconciliation and reintegra- 
tion, we are absolutely clear that women cannot be used as pawns 
by the Taliban or by the Afghan Government; that, if the Taliban 
wants to reconcile, they have to renounce al Qaeda, renounce vio- 
lence, and agree to abide by the Afghan constitution, which in the 
constitution protects the rights of women. 

Mrs. Lowey. Thank you. 

I am going to get in another quick question. As you know, our 
policy in Haiti — and someone you know very well has been very in- 
volved there — has been to move people out of Port-au-Prince. I 
have been a strong advocate for a community of learning — putting 
a school in the center of a community and serving as the base for 
health services and economic development. Because if they don’t 
have the jobs and they don’t have the services, Haitians are going 
to go right back to Port-au-Prince. 

There were recent reports about a South Korean textile manufac- 
turer who will be a tenant outside of Port-au-Prince, providing 
20,000 jobs. 
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If we don’t have enough time for you to respond, I would like to 
know what we are doing to really provide incentives for people to 
stay out of Port-au-Prince and provide all the necessities of life so 
they can have a decent life in other towns. 

Thank you. 

Secretary Clinton. Well, very quickly, in the time I have left, we 
have helped reopen 80 percent of Haiti’s schools up until now. We 
have assessed damage to 400,000 buildings and allowed a lot of 
people to go back. 

But you are right. We believe moving people out of Port-au- 
Prince will, in the long run, be very good for Haiti and the Haitian 
economy. So the very large textile plant that you referred to, which 
is going into the north, will have a whole community built that will 
include schools as well as other facilities. 

Mrs. Lowey. I just want to say. Madam Chair, this would really 
be an amazing opportunity, because we don’t have al Qaeda in 
Haiti, you don’t have the terrorists concerns. And if we can do this 
as a model, it could be replicated elsewhere. 

Thank you. 

Secretary Clinton. Well, I would just quickly add that Chair- 
woman Ileana Ros-Lehtinen went down for the announcement of 
that textile factory and, I think, you know, was really very positive 
about what she saw there. 

Mrs. Lowey. And I hope we will be going down there soon 

Secretary Clinton. Good. 

Mrs. Lowey [continuing]. As that community is growing and 
being strengthened outside of Port-au-Prince. Thank you. 

Thank you. Madam Chair. 

Ms. Granger. Thank you. 

Chairman Rogers. 

Mr. Rogers. Thank you. Madam Chair. And, by the way, con- 
gratulations on your elevation to this office. 

Ms. Granger. Thank you very much. 

Mr. Rogers. Thank you for your service. 

Madam Secretary, truly, the events of recent months in North 
Africa and the Middle East have been remarkable. All of these 
events seem to have one common theme, in that it is a popular up- 
rising; it is not a coup d’etat. 

Secretary Clinton. Right. 

Mr. Rogers. It is just a street-level uprising. How do you explain 
that? And is there something we are not seeing that has caused 
these revolutions to take place? 

Secretary Clinton. Mr. Chairman, that is a great question. I will 
offer you my opinion. I am sure that the experts and historians will 
come up with more significant interpretations in the future. 

But I think that there are a number of forces that are converging 
all at one time. You know, the United States, as you know so well, 
has always advocated democracy, freedom, giving people the chance 
to have their own lives without control from the state and every- 
thing that we have seen in oppressive regimes. 

But until the technology revolution, that information was very 
hard to have widely spread as a way to help people organize so 
that they could speak up for themselves. I really give tremendous 
credit to these social networks that young people use, which is 
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why, when I first became Secretary of State, I said we are going 
to have new outreach through, you know, Facehook and Twitter 
and everything that is going on. 

And we now see the results of people themselves saying, what 
happened to that blogger in Alexandria who was beaten to death 
by the Egyptian security forces or that university graduate who 
was selling vegetables in Tunisia who set himself on fire because 
he had no opportunity? People now know about that. They can 
communicate about it, and they can organize over it. 

So I think what we have seen is really, as you say, populist, com- 
ing from the bottom up. That is the good news. The uncertain news 
is what happens next. 

Mr. Rogers. Yes. 

Secretary Clinton. We have seen governments peacefully top- 
pled in Tunisia and Egypt. We see a very serious conflict going on 
in Libya. And we see governments from Yemen, Bahrain, Oman, 
everywhere else, looking at how they are going to deal with these 
challenges. And we watch as China does everything it can to cut 
off the Internet, because they have reached the same conclusion: 
that this is a tool that never existed in human history before. 

So part of our Internet-freedom agenda is to do everything we 
can to keep those lines of communication open so that people them- 
selves can stand up and speak out for their own rights. 

Mr. Rogers. Well, it seems from afar that these revolutionaries 
are really leaderless now. 

Secretary Clinton. That is right. 

Mr. Rogers. And that is, I guess, a good thing at the outset. 
But,as you say, what do you do now that you have toppled the gov- 
ernment? 

Secretary Clinton. That is right. 

Mr. Rogers. How do you put in place a democratic or any sort 
of government that has fairness involved? 

Secretary Clinton. You know, Mr. Chairman, I think this is a 
subject that we are going to have a lot of conversation about. And 
I hope maybe we can do it sometime outside the formality of a 
hearing room, and just exchange ideas and bring in some experts 
and others who have experience. 

Mr. Rogers. But we don’t have a leisurely — enough time. 

Secretary Clinton. We don’t. And here is what we are doing. We 
are reaching out to everybody we possibly can. You know, we did 
evacuate nonessential personnel and families from Cairo, but we 
left a solid team with a very experienced Ambassador. We are 
bringing people back in. We are talking to everybody who has ever 
been identified as a potential leader. We are talking on a regular 
basis, both — I am reaching out to the new Prime Minister, the new 
Eoreign Minister in Egypt. Bob Gates and Mike Mullen reach out 
to Eield Marshal Tantawi. We are constantly communicating. 

And it has been — I think it has been challenging for everyone, 
starting with them, because who do you negotiate with? Who do 
you bring in to sit down across the table? Because, by the nature 
of a lot of these social networks, they are leaderless. They are, you 
know, people coming together through technology and through the 
streets but not designating anybody to be their leaders. So the elec- 
tions are going to be very important there. 
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Mr. Rogers. A quick question: Aid to Egypt, military and other- 
wise, what can you say about that now? 

Secretary Clinton. Well, I think we have to continue and look 
for new ways to assist Egypt. They had a serious drop in their 
gross domestic product. Their tourism industry was very badly hit; 
in fact, it stopped. So their economic condition is quite challenging. 
They have not yet opened up their stock market because they are 
worried that wealthy Egyptians will take money out of the country. 

They have a lot of big problems. And so what we are doing and 
what I hope to be able to tell them when I get there next week is 
that we reprogrammed, with your approval, $150 million, $90 mil- 
lion of which we will put into economic assistance, $60 million of 
which we will put into helping them prepare for elections, set up 
political parties, help train people to do their part. 

But we are going to have to look at some bigger things than that. 
Because I know from my conversations with Egyptians, both inside 
the government and outside the government, they are not looking 
to Europe, they are not looking to the Gulf, although they are 
happy to have their help; they are looking to us. And I think that 
is a good thing. And we need to be there to help them. 

Mr. Rogers. Thank you. Madam Secretary. 

Ms. Granger. Thank you. 

Mr. Dicks. 

Mr. Dicks. Thank you for your outstanding testimony. 

One thing I have been concerned about is the situation in Iraq 
as we draw down our military forces. Can you give us a picture of 
what the State Department is doing? I know there is a major in- 
crease in the number of people there and contractors. Can you give 
us an overview on this and tell us what your concerns are? 

Secretary Clinton. I have a lot of concerns. Congressman. And 
I want to go back to, also, the chairwoman’s comments in her open- 
ing remarks. 

Now, we are aiming to be able to take over from our military as 
they leave. As you know very well, under the agreements signed 
in the Bush administration, the Status-of-Forces Agreement, all of 
our troops will be out by the end of this year. In fact, most of them 
will be out by October. And there has been no decision made by the 
current Iraqi Government for any kind of request for any of our 
troops to stay. 

Under the Strategic Framework Agreement that was also signed 
in the Bush administration, the State Department and USAID are 
now expected to take over all those responsibilities. 

And so, here is what we are trying to do. We are trying to have 
a consulate in Basra, which we think is very important, in the 
south, where most of our oil companies are going to be doing busi- 
ness, right across from Iran. 

We want to, obviously, keep our embassy in Baghdad safe. And 
those of you who have travelled there know that we have a lot of 
alerts and we have a lot of missiles that still come in. And we don’t 
know what the situation will be once our troops leave and take 
their surveillance and their intelligence capabilities with them. 

We want to have a consulate in Kirkuk. We want to have one 
in Irbil, in the Kurdish part of Iraq. And we want to have branch 
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offices in Mosul so that we are able to stay on top of what is the 
continuing center of al Qaeda in Iraq. 

Now, all that costs money. And we are going to have to put in 
a very significant number of contract security forces in order to 
keep our diplomats safe once our military forces leave. The total 
U.S. Government population in Iraq following the 2011 transition 
will be approximately 17,000 personnel. That includes civilians 
from State, USAID, DOD, DOJ, DHS, you name it, plus security 
contractors. And it is going to be 50 percent security. 

Then we have what are called life support contractors, you 
know 

Mr. Dicks. Is there a number that goes with that? I mean 

Secretary Clinton [continuing]. Yeah. Fifty percent of the 17,000 
would be 

Mr. Dicks. The 17,000. Oh, I got you. 

Secretary Clinton. Yep. So we have 17,000 all together: 50 per- 
cent security; 30 percent life support contractors, which are, you 
know, the people who prepare the food and do all of that support 
work; 10 percent management and aviation security, because we 
have to run our own aviation assets in order to be able to get peo- 
ple around Iraq; and then 10 percent programmatic staff. 

Now, DOD is looking, as you know. Congressman, for setting up 
Office of Security Cooperation outposts in Iraq. They will have 
about 4,000 personnel out of that 17,000. 

So it is going — ^you know, direct hire will be 16 percent of the 
total. Contractors will make up the other 84 percent. That is not 
an optimal situation, in my view, but it is what we have to do in 
order to meet the obligations we took on under the Bush adminis- 
tration, that we accepted in the Obama administration, and that 
we are prepared to fulfill going forward. 

Mr. Dicks. I had two other things I just wanted to mention. 

In the last decade, the Global Alliance for Vaccines and 
Immunisation, GAVI, has provided new access to immunization to 
almost 300 million children. In that period, GAVI has saved over 
5 million lives in developing countries. Is the United States taking 
a leadership role in supporting GAVI and its goal to save the lives 
of children through immunization? 

Secretary Clinton. Yes, it is one of our most important partners 
in achieving our child health goals. 

And, as you know, it is a partnership. We get money from other 
countries, plus the Gates Foundation. And we have invested $647 
million through fiscal year 2010. Our fiscal year 2012 request is 
$115 million. That leverage is $7 from other contributors, which we 
think is a pretty good deal. 

And we believe we can demonstrate to you we have saved 5 mil- 
lion children’s lives, we are on the brink of eliminating polio from 
the world, which would be great news for everybody 

Mr. Dicks. Right. Just one quick point on that. 

Secretary Clinton. Yes, sir. 

Mr. Dicks. Polio is still a problem in Afghanistan 

Secretary Clinton. Yes. 

Mr. Dicks [continuing]. Pakistan, India, and Nigeria. 

Secretary Clinton. And northern Nigeria. That is right. 
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And so, we are working with the Alliance. And, also, I sent a 
team up to northern Nigeria because we had to convince the reli- 
gious leadership in northern Nigeria, the imams and the elected 
leadership as well, that polio vaccine was good for their children; 
it wasn’t some kind of conspiracy that would sterilize their chil- 
dren. And we were successful in getting both religious and elected 
leadership to do public service announcements and other things. 

So we have really put a lot of effort behind this. We couldn’t do 
it without the Global Alliance because they leverage our money. 

Mr. Dicks. Thank you. 

Thank you. Madam Chair. 

Ms. Granger. Thank you. 

Chairman Lewis. 

Opening Remarks of Mr. Lewis 

Mr. Lewis. Thank you. Madam Chairman. Before turning to the 
Secretary, let me say that I would like to echo the remarks of our 
chairman and congratulate you for coming to this job. You are ab- 
solutely going to be a magnificent chairwoman of this sub- 
committee, and I look forward to working here. 

Ms. Granger. Thank you. And thank you for helping me get 
here, both of you. 

Mr. Lewis. Madam Secretary, you and I have had a chance to 
spend some time talking about my concerns about Pakistan, India, 
and others in the region. 

Secretary Clinton. Yes, sir. 

Mr. Lewis. And I cannot tell you the number of occasions I have 
had to discuss with people who have knowledge in the arena — 
Democrat, Republican, largely nonpartisan — the numbers who ex- 
press great appreciation for not just your homework and knowledge 
but the articulate way you go about expressing our interests in 
that very diverse world marketplace. And thank you for that. 

Secretary Clinton. Thank you. 

Mr. Lewis. Having mentioned that, nonetheless, while you were 
in that former job that you mentioned earlier, you referred a mo- 
ment ago, at a glance, relative to what occurred in our successful 
effort in dealing with Medellin in Colombia. Indeed, we were suc- 
cessful there because we were able to forge a coalition of partners 
among a number of countries in our hemisphere who were willing 
to go a long, long way to deal harshly and directly with the cartels 
and eventually broke their back. And Colombia has a chance, then, 
of being back as a real world country in our hemisphere. 

Then you, as an aside, referred to Mexico in connection with 
that. I know that we are making some efforts to develop similar 
coalitions. There is absolutely no question we are not going to deal 
with breaking the back of these cartels and this drug scourge with- 
out that kind of effort going forward successfully. Can you help the 
committee understand what is taking place, what progress we have 
made in real terms? 

Secretary Clinton. I will. 

We have, as I said, focused on Mexico with the Merida Initiative, 
which predate this administration, to try to do in Mexico the kind 
of work that was successful in Colombia. And, in fact, Colombia is 
now training some Mexican law enforcement officials. We have 
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started by building up institutional support and training, as well 
as providing equipment — helicopters and other things that the 
Mexican Government wanted and needed. 

We are making progress. It is comparable, I would argue, to 
where we started with Colombia, where I think when we started — 
and you, of course, were in the Congress — it looked pretty hopeless. 
I mean, it was an insurgency by the FARC, plus the drug cartels. 
I mean, what an unholy alliance it was. Hundreds of thousands of 
people were being dislocated because of the violence. 

So Colombia, in many ways, was a worse situation than we see 
in Mexico, where the violence is fairly — I mean, it is horrific, but 
it is fairly limited. There has not been massive dislocations inter- 
nally. We have a president in President Calderon who shares the 
commitment that President Uribe had. But it is going to take time. 
Congressman. This is not easily done. 

And then the other problem we have, which we are now address- 
ing, is the Central American countries. Several of them are very 
weak, very dominated by the drug cartels. So that the southern 
border of Mexico is an area that we have to help the Mexicans try 
to fortify, because a lot of the drugs are coming north, a lot of the 
guns, a lot of the other problems. 

So we are looking at how we strengthen Central America at the 
same time that we strengthen Mexico. And we are making 
progress. We have a long way to go. 

Mr. Lewis. And, Madam Secretary, in Mexico we have known for 
a long, long time that mordida seems to be always alive and well. 
When you are dealing with cartels and you are dealing with that 
history, breaking the back of these drug warlords, essentially, is in- 
deed an intense, difficult task. 

I believe that both our defense people but also the Department 
of State needs to have our Members, both houses, better know the 
harsh steps we took to be successful in Colombia and the harsh 
steps — ^very harsh steps that may be necessary to identify and deal 
directly with these cartel leaders. 

Secretary Clinton. That is an excellent idea. And if I could take 
you up on your invitation, we would like to put together a kind of 
whole-of-government briefing for Members who are interested here 
in the House, and then, of course, we would do it in the Senate. 
Because I want everybody to know what we are doing, what we are 
up against. 

As you probably heard, the Attorney General announced arrests 
in the murder of our consulate employees yesterday. So we are 
making progress. We are bringing down some of the high-value car- 
tel leaders. But I would like you to know more, and we would like 
your help and advice about it. 

Mr. Lewis. Thank you. Madam Secretary. 

Thank you. 

Ms. Granger. And let me thank you for that commitment, be- 
cause it is extremely important, and I believe Congress would re- 
spond very positively to that. 

Mr. Jackson, please. 

Mr. Jackson. Thank you. Chairwoman Granger. 

Thank you. Secretary Clinton, and welcome back to our sub- 
committee. And thank you for your testimony. 
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Mom says “hi,” by the way. 

Secretary Clinton. Thank you. 

Mr. Jackson. Secretary Clinton, before 9/11, August 7th, 1998, 
marks the first time al Qaeda attacked America, when it blew up 
our embassies in Nairobi, Kenya, and Dar es Salaam, Tanzania, 
killing hundreds, including 12 Americans at the Embassy in 
Nairobi. 

Since 1999, I, along with several bipartisan Members, have 
worked to provide compensation to these 12 Americans, who were 
bravely serving their country despite intelligence, unknown to the 
victims, that showed those embassies were likely al Qaeda targets 
for attack. 

Since the attacks, the House has passed legislation during three 
separate Congresses to address the issue, only to be held up in the 
Senate. Furthermore, this subcommittee has continually requested 
your Department provide a legislative proposal for compensation to 
State Department employees killed by terrorists, yet no such legis- 
lation has been brought forward, and the State Department has 
failed to provide a reasonable proposal since the first congressional 
request in 1999. I am sure we will be including similar language 
again in the fiscal year 2012 bill. 

Will you commit to work with me to finally bring peace to those 
families who have been suffering for the last 13 years without com- 
pensation or closure? 

Secretary Clinton. I would work with you. I know that this is 
a passion of yours. Congressman, as it is of many of us. I remem- 
ber meeting the families of the victims of the Cole at the memorial 
service. And we will certainly see if there is any way. I can’t make 
any promises, but I will certainly work with you on that. 

Mr. Jackson. Thank you. Madam Secretary. 

About 3 weeks ago, the House passed H.R. 1, which eviscerated 
some accounts in the State-Foreign Operations bill. And yesterday 
the Senate rejected the bill. As you know. Congress and the execu- 
tive branch have a fiduciary responsibility to ensure U.S. Tax dol- 
lars are well-spent and reflect the interest of the American people. 

The Function 150 budget represents less than 1.5 percent of the 
total budget. As the head of the State Department, why should 
Americans support this funding even in these tough economic 
times? And what is at stake for all Americans? 

Secretary Clinton. Well, Congressman, thank you for helping to 
set the record straight, because I know that in, you know, many 
polls the American people think that we can balance our budget by 
eliminating foreign aid and that foreign aid is 20 to 25 percent of 
our budget. So thank you for saying that everything we do in the 
foreign-aid world, which is more than just the State Department 
and USAID, is less than 1.5 percent. Our share of that is, you 
know, obviously, about 1 percent, a little bit less. 

Now, why should a hardworking person in my State of New York 
or the chairwoman’s State of Texas or your State of Illinois either 
care about or think we should support this foreign aid budget? And 
I think there are three reasons. 

I think, first of all, I really do believe this promotes American se- 
curity. I think it gives us tools that are in addition to and different 
from our military tools. And I think most Americans don’t want to 
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see young Americans going to war. They would rather see us pre- 
vent war, work with like-minded nations to try to help societies re- 
solve conflicts, which is what our diplomats and our development 
experts do every day. And it is a lot cheaper than sending America 
to war one more time. So it promotes our security. It doesn’t sub- 
stitute for defense, but it is an important part of our national secu- 
rity arsenal. 

Second, it supports our interests. I mean, I think the American 
people, as you see the response after the earthquake in Haiti or 
you see the concern that Americans have about drought in Africa 
or HIV-AIDS or any of the challenges that they see on their tele- 
vision screens, or if you are living along our border with Mexico — 
and there are so many ways that Americans are affected by what 
happens in the world around us. And so, promoting our interests 
is another area where we can’t do it without what the State De- 
partment and USAID do every day. 

And, finally, it reflects our values. You know, we are a really 
generous, extraordinary country, and people know that. I some- 
times am amused that, you know, I will go to a country where the 
leaders may be publicly, you know, criticizing us and then in pri- 
vate they, you know, want all the help they can get, they want us 
to support them. And it is because we are not a former colonial 
power, we are not an “ism,” like communism or fascism or extre- 
mism. So we really do try to help people, and that reflects who we 
are. 

So for our security, our interests, and our values, nearly every 
American has some concern that fits into one of those categories. 
And that is where it happens; it happens out of our budget. 

Mr. Jackson. One final and quick question. Chairwoman 
Granger, Ranking Member Lowey, and I found ourselves in a pecu- 
liar position late one night, defending against efforts to eliminate 
the Institute of Peace. Arguments were made on the floor of the 
Congress that the State Department and the Institute of Peace 
have duplicative functions, and, therefore, the Institute of Peace 
should be stricken from the budget. 

Would the Secretary please like to make the distinction for Mem- 
bers of Congress between what it is your mission is and what it 
is that the Institute of Peace does? 

I thank the chairlady for the time. 

Secretary Clinton. Well, you know, the Institute of Peace is a 
not-for-profit institution formed by the Congress to operationalize 
America’s commitment to peace by working with like-minded indi- 
viduals and groups around the world. You know, sometimes the 
United States Government coming in to train people in democracy 
is not as effective as seeing one of our expert teams from USIP or 
IRI or NDI. 

I think that has been one of the strengths of American foreign 
policy, is that, you know, we have faith-based groups who are 
working on all kinds of values issues, we have NGOs who are 
working on humanitarian/disaster relief and other important mat- 
ters, and we have these organizations funded directly by our gov- 
ernment, which is kind of unique but fills a real place in our whole 
arsenal of what we can do when we interact with people. 

Ms. Granger. Thank you very much. 
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Mr. Cole. 

Mr. Cole. Thank you, Madam Chairman. And I would be remiss 
not to add my congratulations immediately, as well 

Ms. Granger. Thank you. 

Mr. Cole. Madam Secretary, thank you for your testimony. And 
I would be remiss not to mention this. You won’t recall, but the 
first time I had an opportunity to meet you and former President 
Clinton was during the Oklahoma City bombing. I was Secretary 
of state and was put in charge of liaising with the Federal Govern- 
ment. And you and President Clinton just performed so magnifi- 
cently — 

Secretary Clinton. Thank you. 

Mr. Cole [continuing]. Not just at the moment but for months 
and months afterwards, as we continued to work through our 
issues. So thank you very, very much. 

Secretary Clinton. Thank you. 

Mr. Cole. And thank you, as well, for the role I perceive you to 
have played in developing our current Afghanistan policy. You 
know, that was a tough moment. You may not agree with the anal- 
ogy, but it was sort of like the surge moment for Bush. It is when 
you do something that is not very popular, particularly within your 
own political ranks, perhaps, but I think it was very much in na- 
tional interests. And I appreciate the additional military commit- 
ment. I have been on the ground in Afghanistan to see what your 
people in State are doing, and it is night-and-day different than it 
was in previous trips. So, again, thank you very much, I think it 
is making an enormous difference. 

I want to ask you — I want to go back to Libya for a minute and 
draw a comparison with Egypt and get your thoughts. In Egypt, we 
have a longstanding relationship. We have a lot of contacts. We 
have an institution to work with and through in the army. And so, 
I can see a more hopeful scenario potentially unfolding for us. 

Libya is so much more challenging. You know, we have very lit- 
tle in the way of civil society, very little in the way of a long-term 
relationship. We have a dictator whose back is to the wall and has 
no way out. It reminds me of Saddam Hussein, in a sense. So he 
has every reason to fight to the last bullet, so to speak. He has sig- 
nificant domestic support; it is not the majority, but it is enough. 
And we have very few ways to directly impact this situation. 

And I know you are getting a lot of competing advice about no- 
fly zones. I just want to know what your thinking is about how we 
should proceed step-by-step, what kind of assets you think we have 
to deploy here, and what you envision going forward. 

Secretary Clinton. Well, Congressman, I think that is the ques- 
tion of the day, because that is what we are really focused on try- 
ing to figure out how to get through. 

And thanks for your kind words on Oklahoma City. I have a pic- 
ture of that lone tree that survived in my home. 

You are right, your analysis of Libya is right. You know, we 
didn’t have diplomatic relations with Libya. We were able, thanks 
to a lot of good work that lasted over a number of years, to get him 
to give up his nuclear weapons. I was involved, upon becoming Sec- 
retary of State, to get the last of the HEU out of Libya. Imagine 
what we would be dealing with if that had not been done. He still 
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does, as you probably know, have some remaining chemical weap- 
ons and some other nasty stuff that we are concerned about. 

So, really, we are working on three different levels simulta- 
neously. 

First, we are working to create an international consensus, be- 
cause we think that is absolutely critical to anything that anybody, 
especially us, does. You can see that there is a lot of ambivalence 
in the international community, because, for the reasons that you 
pointed out, people don’t know what the opposition represents, they 
don’t know the most effective way to try to get rid of Qadhafi. So 
everybody is working hard. NATO is working hard. We are inter- 
nally, in our own government, looking at every option imaginable. 

At the same time, we are pushing out on humanitarian assist- 
ance. We really believe that getting in as much help, particularly 
for those leaving Libya, but also, increasingly, if we can figure out 
how to do it safely, assisting those on the ground, who are running 
short of medical supplies, who need doctors, who need, in some in- 
stances, clean water, et cetera, that we are able to help them when 
we can get a clear way to do that. 

And then we are trying to sanction access that he has to his ac- 
counts. We are trying to make it clear to the people around him 
that there will be accountability through the International Crimi- 
nal Court and other steps taken. 

But I appreciate the tenor of your question. Because if this were 
easy, we would have already done it. But this is not Egypt, where 
we did have 30 years of relationships. It is a much less easily un- 
derstood situation. 

But we are making progress. We are talking to a lot of the oppo- 
sition leaders. I will, as I said, be meeting with them myself. We 
are suspending our relationships with the existing Libyan Em- 
bassy, so we expect them to end operating as the Embassy of 
Libya. 

And we are looking to see whether there is any willingness in the 
international community to provide any authorization for further 
steps. I am one of those who believes that, absent international au- 
thorization, the United States, acting alone, would be stepping into 
a situation whose consequences are unforeseeable. And I know that 
is the way our military feels. It is easy for people to say, do this, 
do that, and then they turn and say, okay, U.S., go do it, you use 
your assets, you use your men and women, you get out there and 
do it, and you take the consequences if something bad happened. 

And I want to remind people that, you know, we had a no-fly 
zone over Iraq. It did not prevent Saddam Hussein from slaugh- 
tering people on the ground, and it did not get him out of office. 
We had a no-fly zone and then we had 78 days of bombing in Ser- 
bia. It did not get Milosevic out of office. It did not get him out of 
Kosovo until we put troops on the ground with our allies. 

So I really want people to understand what we are looking at. 
And I will reiterate what the President has said and what our ad- 
ministration has consistently said. We are considering everything, 
but we think it is important that the Congress and the public un- 
derstand as much as possible about what that actually means. And 
I can assure you that the President is not going to make any deci- 
sion without a great deal of careful thought and deliberation. 
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Mr. Cole. I appreciate the thoughtfulness and the caution. I 
really do. And I will reserve my questions, obviously. 

Thank you, Madam Chairman. 

Ms. Granger. Thank you very much. 

Mr. Schiff. 

Mr. Schiff. Thank you. Madam Chairwoman. 

And, Madam Secretary, thank you for the absolutely extraor- 
dinary job you do. You have been a fabulous Secretary of State. 

Let me just pick up where my colleague left off. I concur com- 
pletely with the idea that we need to do whatever we do with re- 
spect to Libya in concert with the international community. What 
has made these revolutions so powerful is they have been indige- 
nous. They have not been at the tip of the American spear or im- 
posed from outside. 

All that being said, I hope that we can find success, working with 
the international community, to take as aggressive and swift action 
as possible. It is just excruciating to watch the Libyan people at- 
tacked by their own government, with all the powerful machinery 
of the Libyan military. It is just devastatingly tragic to watch. 

I think this period is one of the most promising, potentially, that 
we have seen in decades, with the transition that is going on in the 
Middle East and North Africa. And what happens in the next cou- 
ple years may be something as momentous as the collapse of the 
Soviet Union. And the legacy of this administration may have as 
much to do with this as anything else and maybe a lot more. 

So the success of what has begun in Tunisia and Egypt, I think, 
is such an enormous priority. In terms of undermining the al 
Qaeda narrative, what happens in those countries may eclipse the 
significance of anything that has happened in Iraq, at much less 
cost of life and treasure. So I am all in favor of whatever invest- 
ment we can make in these people-powered revolutions. 

I know when the collapse of the Soviet Union took place, we were 
in an economic recession. That didn’t stop us from helping to re- 
build Eastern Europe and help these fledgling democracies. And 
our current economic circumstances cannot cripple us from seeing 
the opportunity and the necessity of a vigorous effort now. A lot of 
these revolutions have been powered by economic factors, not just 
political ones. And their success may depend on economic factors. 
If the Egyptian people don’t see any progress in the economy, we 
may trade one authoritarian regime for another. 

So I wanted to ask you about that. There has been some re- 
programming that you mentioned with respect to Egypt. Can we do 
some reprogramming to help the Tunisian people? There is a great 
prospect for success in Tunisia — a smaller, more homogeneous pop- 
ulation. 

Do we need to look at the calibration of military and civilian as- 
sistance to Egypt in a finite-resourced world? I mean, obviously, 
our relationship with the military is key. We don’t want to do any- 
thing to undermine that. At the same time, there is a tremendous 
civilian economic need. So how can we find the resources to help 
those countries economically stay on the path they are on? 

Secretary Clinton. Well, I think you are asking the right ques- 
tion, because I believe that if people don’t see some improvement 
in their economic circumstances, they will become discouraged and 
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maybe even start to turn away from democracy. And we can’t per- 
mit that to happen. If we have any role to play, we need to play 
it. 

Again, I mean, a lot of it comes down to the money that we al- 
ready have that we are trying to reprogram. We are going to be — 
I will be working to get up to $20 million for Tunisia to respond 
to some of their needs. When I met with the Tunisian Secretary of 
State in Geneva about a week and a half ago, he said, “We want 
American help. We remember America was with us when we be- 
came independent in the 1960s,” which goes back to, kind of, you 
know, the feelings, the attitudes, the values that people have. 

So I think you are absolutely right. We need to have a very big 
commitment to Tunisia that we can be ready to help them economi- 
cally, as well as with their democratic transformation. 

Similarly, with Egypt, they have asked us to look at a lot of dif- 
ferent possibilities. We are doing the best we can within the budget 
we have and that we can anticipate. 

But I underscore your point. Congressman. This is an amazing 
opportunity. When I spoke with the Egyptian officials just over the 
last couple of weeks, they kept mentioning Central and Eastern 
Europe. They kept saying, “That is how we want to turn out. We 
don’t want to get derailed. We want this to work.” 

So we want to help them make it work. And I think it is going 
to require that we have budgetary assistance for them, that we 
have economic assistance going to small- and medium-sized enter- 
prises, which could help stimulate the economy from the bottom up 
in Egypt. We are looking at all of that. 

Ms. Granger. Thank you very much. 

Mr. SCHIFF. Thank you. Madam Secretary. 

Ms. Granger. Mr. Diaz-Balart. 

Mr. Diaz-Balart. Thank you very much. Madam Chairwoman. 

And, Madam Secretary, let me first add my words of gratitude 
for your service to the United States of America. 

Secretary Clinton. Thank you. 

Mr. Diaz-Balart. Madam Secretary, in September 2010, you 
made a really impacting statement. And if I may just take a few 
seconds to quote what you said, “Rising debt levels pose a national 
security threat in two ways. It undermines our capacity to act in 
our own interest, and it does constrain us where constraint may be 
undesirable. And it also sends a message of weakness internation- 
ally.” 

1 share your concerns about the threat the debt poses to our na- 
tional security. When you made that statement, the debt was $13.4 
trillion. Now, just last month, the President unveiled a budget that 
increases the debt by $13 trillion. 

Would it be fair to say. Madam Secretary, that you have 13 tril- 
lion more reasons to be concerned about the national security of 
the United States? 

Secretary Clinton. I don’t think it increases it by $13 trillion. 
I think it is, goes up to, what, $14 trillion, I think. But it is a big 
number. Congressman. 

Let me take your question very seriously because, obviously, you 
quoted me, and that is what I believe. If we are not strong at 
home, we are not going to be strong abroad. And I know from my 
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own experience, both serving in this esteemed Congress and in 
being First Lady during the 1990s, that there is going to have to 
be a deal. And the deal is going to have to put everything on the 
table. And the deal is going to have to include revenue and entitle- 
ments, along with spending. Because I am just looking at this 
budget; you cannot get to where you and I would like to see us 
headed by cutting nondefense discretionary spending. So that is 
number one. 

Number two, I think it is important to consider what we do as 
part of the Nation’s defense. So if this body is going to cut Defense 
or DHS or Veterans a smaller proportion and they are going to cut 
us a much larger proportion, that has implications for DHS and 
DOD. Because we are on the front line of border security, we are 
on literally the front lines in Iraq, Afghanistan, Pakistan. So we 
want to be treated the same way you treat Defense and DHS. So 
that would be the second point that I would make. 

And, thirdly, I think that the budget that we have proposed is 
a budget that, number one, puts everything into the budget. Be- 
cause up until now, we have been funding a lot out of 
supplementals, you know, both in Defense and in USAID and in 
the Department of State. You know, we kind of ride on the back 
of DOD when they come in for these big supplementals. 

So what we have said — and, you know, maybe it was a political 
mistake, but it was an honest effort to say, let’s be transparent, 
let’s put everything into the budget, let us tell you what our core 
operations are, $47 billion, and let us tell you what our frontline 
State overseas contingency operations are, $8.7 billion. 

So what we are trying to do is to make the case that, as this 
committee, which has such an important responsibility, works with 
the Defense Subcommittee, you have to cooperate the same way we 
are cooperating. I mean, I am in touch with Secretary Gates and 
Admiral Mullen and General Austin in Iraq and General Petraeus 
in Afghanistan and General Mattis in CENTCOM, because we are 
literally joined at the hip now. But the Congress is still pretty 
stovepiped. 

So you look at the 150 account, the Defense Subcommittee looks 
at the Pentagon account. And, you know, the usual treatment is 
the Pentagon doesn’t get wracked very hard, and then everybody 
comes over and decides to make it up in the 150 account. Those 
days, in my opinion. Congressman, are over. And so I would make 
that strong case for your consideration. 

Mr. Diaz-Balart. Thank you. 

I have very little time, but, changing gears, so far the adminis- 
tration has announced easing of sanctions on Cuba twice. Between 
those times, there have been increased repression and oppression. 
You are aware of the case of Zapata Tamayo and others and the 
taking of an American hostage. 

The question is, what does the regime have to do to have any 
consequences from this administration? Is the administration will- 
ing to look at tightening of the regulations, a harder push for de- 
mocracy assistance, at the very least a State Department travel 
warning again? 

What would be the consequences, as well, as now, this American 
citizen has been now put to a kangaroo court? 
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So, again, there have been two easing of sanctions, further op- 
pression. Will there be any consequences for that further oppres- 
sion, for the death of a political prisoner in prison, and for the tak- 
ing of an American hostage? 

And my time has run out. 

Secretary Clinton. Well, Congressman, very quickly — and I will 
be happy to get you more for the record — we share your commit- 
ment to freedom and democracy for the Cuban people. That is an 
absolute ironclad commitment. I have had that commitment, my- 
self, personally. This administration and President share it. 

We deplore the injustice toward Alan Gross. We want him home. 
He needs to be home with his family immediately. And we mourn 
the loss of Mr. Zapata, the mistreatment of his mother, and all of 
the other abuses by this Cuban Government. 

So we share the same goals, and we share the same emotions. 
Our decision to try to engage more with the Cuban Government 
only indirectly by helping the Cuban people is intended to try to 
strengthen direct engagement and provide more support for grass- 
roots initiatives. So we can certainly disagree about the tactics, but 
I think we have total agreement about what we are attempting to 
achieve in terms of goals. 

Ms. Granger. Thank you. Madam Secretary. 

Just one comment before we go to Mr. Rothman. As I said in my 
opening remarks — we absolutely recognize the part that this com- 
mittee and H.R. 1 play in our national security. And so, in putting 
the bill together, we said, this would be the last place we would 
try to cut, recognizing that it said nondefense discretionary spend- 
ing. 

Secretary Clinton. Thank you. 

Ms. Granger. Mr. Rothman. 

Mr. Rothman. Thank you. Madam Chairwoman. 

Madam Secretary, I could spend the entire 5 minutes and more 
just extolling your extraordinary work as Secretary of State. You 
bring an incredible energy, intelligence, command of the issues, 
and, if I may say so, your credibility as Hillary Rodham and as Hil- 
lary Rodham Clinton, both. 

Secretary Clinton. Thank you. 

Mr. Rothman. And the United States is much more secure and 
better off because of your service. God bless you, and Godspeed in 
your work. 

I want to thank you for your leadership in the United States’ 
veto at the Security Council on that one-sided, ridiculous resolution 
that was attempting to force an agreement on a two-state solution 
that Israel so desperately wants but the Palestinians are resisting, 
by utilizing the U.N. Just to criticize Israel, a completely one-sided, 
typically one-sided, prejudicial action. And I am so grateful for your 
leadership. 

I hope this now closes the book on the Palestinians or anyone 
else who would try to use the U.N. as a substitute for direct nego- 
tiations between the Israelis and Palestinians. The Israelis des- 
perately want a two-state solution, have put everything on the 
table. And I regret that the Palestinians have not come to the 
table. I know you do, too. 
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I also want to thank you for your remarks at the Human Rights 
Commission in Geneva, where you very candidly and forcefully 
questioned why there is a separate account, a standing committee 
to criticize the state of Israel. With all of the slaughter and geno- 
cide and the human trafficking and all the other horrific things 
going on in the world, they have a standing committee only to criti- 
cize the Jewish state of Israel. And I want to thank you for your 
very candid and forceful remarks. 

Iran: Iran, to me, still remains the number-one threat to the 
United States’ national security. Iran has a great interest in the in- 
stability in North Africa but, in particular, in the Gulf and 
throughout the Middle East. 

Bahrain is the gateway, perhaps, to Saudi Arabia. It is a banking 
center and our 5th Fleet is there. And a lot of people are worried 
that Iran is trying to use its influence to destabilize Bahrain and 
to take practical control of Bahrain and then move on to Saudi Ara- 
bia. 

Do you share those concerns? Do you see any Iranian involve- 
ment in the protests and demonstrations and uprising in Bahrain? 
And how can we continue to prevent Iran from developing nuclear 
weapons and destabilizing the region for its own hegemonic inter- 
ests? 

Secretary Clinton. Thank you. Congressman. And I appreciate 
your raising the continuing threat we see from Iran. While we are 
focused on the developments in North Africa and the Middle East, 
we have to continue to keep focused on Iran. And we certainly are. 

What we see happening right now — and I can only give you that 
snapshot, because our assessment now is that the internal discord 
in Bahrain is a domestic phenomenon that comes from the de- 
mands by the 70 percent Shia population for greater political 
rights, greater economic opportunities, and it requires a domestic 
solution. So what we have been doing is working with Bahrainis 
to work with themselves to try to come up with a way forward. 

Now, there is, you know, no doubt, as we have publicly and pri- 
vately expressed, all people, according to our values, have a uni- 
versal right to express themselves, to associate, assemble freely. 
And so we have urged the Government of Bahrain to respect those 
rights. 

At the same time, we have also credited what the government is 
trying to do through a national dialogue to come up with some 
agreed-upon reforms that would be implemented. You know, Bah- 
rain is a friend. They are an ally. We deeply value their long-time 
association with us. IGng Hamad has announced that Crown Prince 
Salman is to lead this national dialogue. And we are encouraged 
by some of the steps we have seen recently that this can result in 
a genuine dialogue. And 

Mr. Rothman. Madam Secretary, we are keeping an eye on Iran 
and their attempts to gain 

Secretary Clinton. Yes. 

Mr. Rothman [continuing]. Influence in that region. 

Secretary Clinton. Now, so far, we don’t see it evidencing itself, 
but we keep a close look on it, because we think that Iran would 
try to influence anybody anywhere against their own governments 
and against us. So that is a very big part of what we are doing. 
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And the sooner that the people themselves in Bahrain can move to- 
ward this national dialogue, the less concern we will have about 
Iran. 

Mr. Rothman. Thank you, Madam Secretary. 

Thank you. Madam Chairwoman. 

Ms. Granger. Thank you. 

Mr. Dent. 

Mr. Dent. Thank you. Madam Secretary, for being here. And I 
apologize for having to depart for part of this hearing. 

I was encouraged, in your testimony you said, “We are standing 
with the Libyan people as they brave the bombs and bullets to de- 
mand that Qadhafi must go now without further violence or delay.” 
I certainly agree. And I certainly appreciate what the Department 
and the administration are doing with respect to food, water, sup- 
plies, and other humanitarian support to the Libyan people. 

But on a broader level, I am a little bit concerned about what I 
would call, perhaps, a lack of clarity in terms of administration pol- 
icy with respect to the various uprisings we have seen throughout 
the Middle East and North Africa. I am concerned about, repeti- 
tions of what happened in Hungary in the 1950s and then, the 
Arab uprising in 1991, the Marsh Arabs and the Kurds after the 
1991 Gulf war. 

I am just very concerned that we are seeing a lack of clarity in 
terms of maybe a failure to distinguish between madmen and ty- 
rants who use terror to suppress their people and, perhaps, friendly 
autocrats who use teargas. And my fear is that, we are not sending 
the right messages, in some cases, to friend and foe alike. I would 
like to know what your reaction is to that type of question. 

Secretary Clinton. Well, Congressman, I don’t agree with that. 
I do agree that these are very difficult situations, and I am not 
sure that there is one response that adequately addresses the dif- 
ferences that exist. 

We were just talking about Bahrain. Bahrain’s a very different 
challenge, in our view, than what we are seeing in Libya, which is 
different from Yemen, which is different from Egypt. And in each 
of those places, America’s interests are uniform, with respect that 
we support people’s universal rights, their genuine aspirations. But 
our approach toward each is obviously guided by what we see on 
the ground and how we think we can influence. 

So take Libya, for example. As I was speaking earlier with one 
of your colleagues, we have very few contacts that are of long 
standing and have a trusting relationship, like we did in Egypt. So 
we were able to have an almost daily dialo^e with Egyptian Gov- 
ernment officials, and I think that the United States contributed 
to the decisions made about trying to have a peaceful resolution. 
We don’t have that in Libya. We are attempting and working over- 
time to figure out who are the people that are now claiming to be 
the opposition, because we know that there are some with whom 
we want to be allied and others with whom we would not. 

So it is a painstaking process, and I think it is not a very satis- 
fying one for any of us, but it is one that we think we have to go 
through. 

Mr. Dent. Might I suggest, too, that there are some active Liby- 
an Americans, I know in my district, who are in leadership posi- 
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tions related to people who are part of the protest movement. I 
would encourage you — I could certainly get you their contacts. It 
might he of some help to your Department. 

Secretary Clinton. Well, we are reaching out to everyone we 
can, so we would certainly take on hoard those names. 

Mr. Dent. I will — and, finally, this committee has appropriated 
considerable funds over the past few years to build State’s global 
diplomatic staff. We have envisioned as a 5-year initiative to ex- 
pand the number of foreign and civil service personnel by 25 and 
13 percent, respectively. The current fiscal realities require that we 
examine whether continued buildup is both affordable and sustain- 
able. 

Similarly, we have invested, in USAID’s Development Leadership 
Initiative. But today I would like to focus on State’s staffing plans. 

Do you plan to build the staffing buildup in fiscal year 2011? And 
what are your plans for the 2012 budget? 

Thanks. 

Secretary Clinton. Well, Congressman, we started this in the 
Bush administration. Both President Bush and Secretary Rice real- 
ized that we were just not equipped to do what we were expected 
to do, particularly in the frontline states. And one of the reasons 
that I have been able to more than triple the presence of civilians 
in Afghanistan and accept the responsibility of what we are sup- 
posed to do in Iraq is because of that increase. We have been able 
to, you know, take our people and redeploy them and not leave out 
essential functions — processing visas in Mexico or China, for exam- 
ple. 

So it has been a considered view not only within two administra- 
tions but outside experts from all sides of the political spectrum 
who said that State and AID had to increase their personnel in 
order to fulfill their mission. And, you know, obviously, if it is in 
accordance with what the Congress decides, we are going to con- 
tinue to try to do that. 

Ms. Granger. Thank you. 

Mr. Dent. I yield back. Thank you. 

Ms. Granger. Mr. Austria. 

Mr. Austria. Thank you. Madam Chairwoman. 

Madam Secretary, thank you for being here. Thank you for your 
commitment and your service to our country. We appreciate it very 
much. 

Let me, if I could, go back to Israel for just a minute, because 
it is an important issue to me. And, looking at the events of the 
recent weeks, they have highlighted the unique role that Israel 
plays in the Middle East as a reliable, stable, and democratic ally 
that shares our values and our interests. 

We talked a little bit about Iran, which is extremely important 
to me, that with the drama of the events in Egypt and Libya and 
throughout the Middle East, the overall unrest in the Middle East, 
I am concerned that the world’s attention not be diverted, and 
could be diverted, from the dangers of Iran’s nuclear program. I am 
concerned that Iran could use this time to speed up that nuclear 
program and crack down on opposition of human rights activists. 
And I think it is critical that Iran understand that the world is still 
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watching, that we are watching them, and that there will he con- 
sequences for continued disrespect for international policy. 

My question is, first, the administration has yet to sanction any 
of the non-Iranian banks, despite reports that several Turkish, 
South Korea, Ukrainian, and Chinese banks continue to deal with 
Iranian financial institutions. And I am very concerned about the 
lack of sanctions on companies that continue to invest in Iran’s en- 
ergy sector in violation of U.S. Law. The State Department — I am 
not aware of any sanctions on any non-Iranian foreign company for 
its investments in Iran’s energy sector. 

And I wanted to ask you — and I know there is legislation also 
pending that was signed, I believe, last July by the President, 
which requires the State Department to complete investigations 
within 180 days after receiving credible information of a violation. 

What is happening as far as sanctions toward companies that are 
still dealing with Iran, as far as the Bank of Iran? And what is the 
State Department doing to enforce this? 

Secretary Clinton. Well, thank you very much. Congressman. 

You know, last summer, we were pleased to work with the Con- 
gress to pass the Comprehensive Iran Sanctions Accountability and 
Divestment Act, which we call CISADA around the State Depart- 
ment. And last fall, I became the first Secretary of State ever to 
impose sanctions under the prior act, the Iran Sanctions Act. And 
you are right, it was on a Swiss-based Iranian-owned firm that was 
a major investor in oil and gas developments, but it became the 
first test case, because, up until then, there had not been an agree- 
ment upon the criteria and the willingness to impose that sanction. 

On the human rights side, we have been designating Iranians for 
human rights abuses, and we will keep that going. And I am very 
committed to that. 

We have also used CISADA to convince Shell, Statoil, ENI, Total, 
INPEX to withdraw from Iran. So the threat of the sanctions has 
produced the results we were seeking. 

And we have also been opening up investigations, monitoring 
sanctionable activities. We are going to pursue a lot of these leads 
that we have. Some of this is in a classified format, but we would 
be happy to give you and your staff a briefing so that you know 
what we are doing and how we are pursuing the leads that we get 
from our investigations. 

Mr. Austria. Thank you. 

And let me just say, I want to thank you and your staff. We had 
a situation in Egypt — and you talked about the wonderful job that 
is being done with staff. We had a situation where a student was 
over in Egypt during the uncertainty over there with the govern- 
ment, and your office did an outstanding job of helping that stu- 
dent and other students who were at the American university over 
there to ensure their safety to get back to the United States. And 
I want to thank you for your work and your help on that. 

And, with that, I will yield back. 

Secretary Clinton. Thank you. Congressman. 

Ms. Granger. Thank you very much. 

We promised the Secretary we would be done at noon. It is not 
noon. However, time goes fast. If we go down to 3 minutes each 
and we stay very strict 
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Secretary Clinton. Okay. I will try to talk fast. 

Ms. Granger. Right, talk fast. 

So we will start now. I will ask a question, a very short one. It 
has to do with some concerns that have heen coming to my office 
about the Ambassadors Fund for Cultural Preservation. And the 
projects such as restoring mosques and other religious sites has 
been the priority. 

H.R. 1 prohibited those funds, but the administration has in- 
cluded $5.75 million in the fiscal year 2012 request for the Ambas- 
sadors Fund. Also, USAID funds similar programs. 

Can you provide us with how much has been spent on cultural 
preservation at both State and USAID? And, most importantly, 
why does the administration think we should continue to fund 
projects like this? Is this a program you would be willing to give 
up for higher national security priorities? 

Secretary Clinton. Well, Madam Chairwoman, over a 10-year 
period, since 2001, the Ambassadors Cultural Fund has provided 
$1,179,684 to 29 projects, mostly archaeological sites, including 
churches, mosques, and synagogues. 

And what we have used that for — what ambassadors have used 
that for is to illustrate to countries our respect for their culture, 
their history, their religion. And we think it has been a good tool, 
but, obviously, this is an area where, you know, we like to give 
some discretion to our ambassadors so that they are able to do 
things that can make people feel good about America, but, obvi- 
ously, we will be, you know, more than willing to talk to you about 
it. 

Ms. Granger. Thank you. 

One other concern that came out in the Washington Post, and 
that has to do with — it was a criticism of the U.S. Civilian surge, 
it said, in Afghanistan, the civilian surge is hunkered down in the 
capital, removed from the front lines, where they are most needed. 

Can you give us an update on that? 

Secretary Clinton. Yes, that is really not fair. You know, our 
people are out there. You know, that is why, when our military 
leaders appear before you, like General Petraeus will next week, he 
talks about having our civilians right there. They are embedded 
with them. They go out with them. They come in with them. 

Now, we do have a staff in Kabul, because we work closely with 
the Afghan Government, which is a very important priority. And 
we also, you know, coordinate closely with General Petraeus, whose 
headquarters is also in Kabul. 

So, I mean, I think probably — don’t hold me to it; I will try to 
get the exact numbers — but, you know, our percentage of people 
now out in the country not only has gone up dramatically in the 
last 2 years but is more efficient in the way that we are partnering. 
So we can get you some additional details about that. 

Ms. Granger. Thank you very much. 

Mrs. Lowey. 

Mrs. Lowey. Thank you again. And we do want to get you out 
on time. Two quick points. 

First of all, my colleagues have mentioned sanctions. And I want 
to congratulate you and the administration for really moving that 
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agenda in the United Nations and also through State and Treas- 
ury. 

However, there was an expose in December 2010. It listed many 
possible clues to companies that are getting around the sanctions. 
So I want to emphasize again that this committee feels very strong- 
ly about continuing to tighten those sanctions. 

Another issue that you have been dealing with, and I know, hav- 
ing watched you talking to many governments about corruption, 
corruption, corruption. I have been very concerned, as have you, 
about the fact, and I quote, “Fewer than 3 million of Pakistan’s 175 
million citizens pay any income taxes, and the country’s tax-to-GDP 
ratio is only 9 percent.” This is one of the lowest tax-to-GDP ratios 
in the world. 

And I know that you have spoken up about this. These countries 
have a very difficult time. And we know just recently Zardari want- 
ed to do something about it, and there was an outburst from the 
elites. But if there is anything that we can do, working with you. 
We understand the importance of the relationship and the alliance, 
but the fact that we are spending billions of our tax dollars and 
they are not contributing with regard to taxes. 

So if you have a quick comment on that, I would be most appre- 
ciative. 

Secretary Clinton. Well, I have a quick comment to say thank 
you, because this is a real pet peeve of mine. 

I am more than proud to have the United States help countries 
in need. But it is very hard to accept helping a country that won’t 
help itself by taxing its richest citizens. Just start there. And we 
know, because I spoke out about it when I was in Pakistan the 
very first time, that the tax system is woefully inequitable and does 
not in any way reflect the needs that the people of Pakistan have 
for schools, health clinics, and so much else. 

So I have been very outspoken about this. You know, it has 
caused some criticism, but I feel strongly about it. 

I feel strongly, frankly, about Mexico. Mexico’s percentage of rev- 
enue to GDP is not what it should be. 

So countries that we are helping have to face up to the tough po- 
litical decisions. And there are many different ways to get the reve- 
nues you need, but I think we have to look at doing more to en- 
courage them to step up and meet their own people’s needs. 

Mrs. Lowey. And I appreciate that. I know this committee, be- 
cause of the tremendous budget challenges, would be delighted to 
help you. 

The International Monetary Fund, not too long ago, I think it 
was 2008, froze a $11.3 billion loan that was approved for Pakistan 
until they ponied up and did something about the tax issues. 

So thank you for your leadership. We look forward to continuing 
to work with you. Thank you for your leadership everywhere. 

Secretary Clinton. Thank you. 

Mrs. Lowey. Thank you. 

Ms. Granger. Mr. Lewis. 

Mr. Lewis. Madam Secretary, I won’t ask my last question, but, 
rather, will say that I look forward to having, in other channels, 
an opportunity to discuss the Pakistan military. 

Secretary Clinton. Thank you. I look forward to that. 
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Ms. Granger. Mr. Rothman. 

Mr. Rothman. Thank you, Madam Chair. 

I just want to make a comment about Iraq, which I think you 
have addressed in your remarks, but it is very important. 

We have spent and will spend literally — we have spent thou- 
sands of American lives there, tens of thousands wounded of our 
brave young men and women. We have spent and will spend tril- 
lions of dollars on that war, heretofore and in the future, for health 
care for those who came home and other support. 

It would be a disaster if we did not do the follow-up after our 
troops were gone, such that Iraq became an unfriendly nation or, 
God forbid, became a satellite, like Lebanon or Iran. And Iran, of 
course, as you well know. Madam Secretary, is interested in just 
that, and has invested in the Iraqi elections and all kinds of other 
aspects of the Iraqi economy, et cetera. 

And so your statement that your interest in having consulates 
throughout Iraq I think is brilliant, as well as the work of the Pen- 
tagon and their efforts. But since we are on this Foreign Oper- 
ations Subcommittee, Madam Chair — and I am also on the Defense 
Subcommittee, as is Mr. Cole. But I want to say that that is an 
investment we must continue to make, lest we throw away all of 
the sacrifices that this Nation has put in. 

Secretary Clinton. I agree with you. Congressman. 

I mean, the things that keep me up at night — which are many 
and growing. I think about, 5 or 10 years, seeing a situation like 
you are describing develop, where at least southern Iraq or, maybe 
all the way up into Kirkuk is largely under Iranian influence and 
they have lost their chance to be an independent, Arab, national- 
istic democracy, and people say to us, “Well, what were you all 
thinking? I mean, you had this incredible war. You put all this 
money in. You lost all these lives. You have all these veterans who 
are suffering. What were you thinking?” 

And, I don’t want to answer that question saying, “Well, you 
know, we decided once the military left we left.” Because I think 
that would be a really great tragedy and unfair to all the sacrifice 
that this country and particularly our brave young men and women 
have made. 

Mr. Rothman. Thank you. Madam Secretary. 

Thank you. Madam Chair. 

Ms. Granger. Thank you. 

Mr. Cole. 

Mr. Cole. Thank you. Madam Chairman. 

Just one question, a little bit of a follow-up to Mr. Rothman, just 
that you are trying to manage a very difficult situation that, really, 
nobody anticipated. We have adversaries who didn’t anticipate it 
either, but they are undoubtedly trying to exploit it. 

So could you go through for the committee some of the challenges 
you see, from al Qaeda, the Iranians, and what are they doing in 
Egypt, what are they doing in Libya and these other places? 

Secretary Clinton. That is another thing that keeps me up at 
night. Congressman Cole. 

Neither Iran nor al Qaeda had anything to do with these 
uprisings. Now, there are those who are of conspiratorially minded 
approaches, and they claim they did, but there is no evidence of 
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that. But there is no doubt that they are going to try to take ad- 
vantage of everything that is happening everywhere. 

We know, from our intelligence reporting, from anecdotal report- 
ing, our embassies, our political officers, that everywhere Iran can 
take advantage, they are going to, either directly or indirectly 
through proxies like Hezbollah and Hamas. 

There is no doubt that Hezbollah — to go back to the question 
about Bahrain that Congressman Schiff asked — that Hezbollah is 
going to try to influence the outcome in Bahrain. They are going 
to try to say, “You should be what we are. And look at where we 
now are, with such a major influence in the Lebanese Govern- 
ment.” 

You have Hamas right on the border of Egypt. You have abso- 
lutely every reason to believe that, with Iran now supporting 
Hamas, that they are going to be in there trying to figure out what 
they can do to influence the outcome. 

We are in a competition for influence all over the world right 
now. You know, we are the leading power. We have enormous as- 
sets. But in the Asia Pacific, we are competing with China. In Afri- 
ca, we are competing with China. In Africa, we are competing with 
Iran. In Latin America, we are competing with China and, increas- 
ingly, Iran. You know, we are not in a static situation where we 
have the luxury to say, “Well, give us a few years, and then we will 
get back in the game.” 

So I think your caution is a very strong one. And I would only 
add this point: A1 Qaeda has a presence in what is called al Qaeda 
in the Islamic Maghreb, which is North Africa. They had a pres- 
ence, to some extent, in Libya. They were suppressed like every- 
body else in Libya was suppressed. But there is no doubt in my 
mind that if they see an opportunity, just as they saw an oppor- 
tunity in Somalia, as they have seen an opportunity in Yemen, 
they are going to do what they can to influence the outcome. 

So the United States is faced with a choice. I mean, we can stand 
on the sidelines and hope and pray for the best. We can get so in- 
volved that we are accused of interfering, going after oil, you know, 
trying to occupy another Islamic country. Or we can try to do what 
we are doing, which is, you know, be smart about how we offer as- 
sistance, how we respond, how we bring the international commu- 
nity along. And that is the toughest of the options, but that is what 
we are trying to do. 

Mr. Cole. Thank you. Madam Secretary. 

Thank you. Madam Chair. 

Ms. Granger. Thank you. 

Mr. Schiff. 

Mr. Schiff. Thank you. Madam Chair. 

I am curious about the Egyptian decision to allow the Iranian 
ships to go through the Suez. It seemed like an oddly out-of-step 
move coming on the heels of the military, I think very correctly and 
strategically, saying it would observe the peace treaty with Israel. 
It just seemed, out of the blue. Can you shed any light on what mo- 
tivated that? 

And I also wanted to ask you about Pakistan. I was really dis- 
couraged to see not only that the terrible assassinations of the gov- 
ernor of Punjab and the minority cabinet member, but even more 
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disturbing was the public reaction in Pakistan, which was to have 
mass celebrations of the first and maybe somewhat diminished in 
terms of the second. 

But to have tens of thousands or hundreds of thousands of people 
celebrating in favor of the assassin, to have the lawyers, who had 
been advocating for Chaudhry’s return to the court, now advocating 
for the assassin is so discouraging to me. 

Are we losing the battle for hearts and minds if they are going 
to be celebrating assassins where the victims are people preaching 
tolerance? 

Secretary Clinton. Well, first, on Suez, I don’t have any insight, 
other than that is a major source of revenue. So every ship that 
goes through pays a bunch of money. And I think that probably 
close to $200,000 came into the Egyptian coffers with those two 
ships going through. So it may be something. Congressman, as sim- 
ple as, “We are desperate. We need money. They want to go 
through? Make sure they pay.” I don’t have any other information. 

With respect to Pakistan, let me tie it to our budget, because I 
share your concern. I met Governor Taseer and his family when I 
was in Pakistan a year or so ago. And I deeply regretted and 
mourned his murder and was appalled by the reaction that oc- 
curred in the country. 

The reaction when Minister Bhatti was murdered was much 
more in keeping with what I would expect and hope for any coun- 
try, that when someone who was a patriot, who stood up for the 
rights of all Pakistanis, including the minority communities, the 
minority Christian and the minority Islamic communities, was as- 
sassinated, people really did speak out and were quite upset. 

But I think that — we have a very difficult situation in Pakistan. 
I don’t want to sugarcoat it. You know, this committee knows it. 

When I became Secretary of State, I realized that our public 
standing was the lowest in Pakistan of any country in the world. 
And there are many reasons for that. But one of the problems was 
we were not really trying to respond to a lot of the criticism and 
a lot of the accusations. So when the question came, I think, from 
this side about the increase in personnel, I mean, we are beefing 
up our public diplomacy. We have a great story to tell about Amer- 
ica, and we are going to keep telling it. And we are telling it under 
very difficult circumstances. 

But our standing in Pakistan is very difficult because there is 
just so much going on inside the country itself. And when I was 
here the first time in 2009, I said that the Pakistanis needed to 
take on the extremists inside their own country. And they have 
done that. So there are things that are changing, but it is a long 
way to go. 

Ms. Granger. Thank you. 

Mr. SCHIFF. Thank you. 

Ms. Granger. Mr. Diaz-Balart. 

Mr. Diaz-Balart. I will be brief. Thank you. Madam Chair- 
woman. 

Madam Secretary, let me first thank you again for those behalf 
of the cause of a free Cuba. And I just want to make it very clear, 
there is no doubt in my mind that you want freedom for the Cuban 
people — no doubt in my mind. I don’t question that at all. 
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I just do want to bring, though, to your attention, if you look at 
at a time when Mr. Clapper was talking about — and I have it here. 
I am not going to quote him, but I have here his statement where 
he talked about how the economy on that island is destroyed and, 
frankly, the people are on the verge of revolt because of it. This ad- 
ministration has eased sanctions. 

And I will also then point out this IMF report, and I am not 
going to quote it, but it talks about how the Cuban authorities are 
poised to benefit from travel — the Cuban authorities — are poised to 
benefit from travel for U.S. Visitors. And then later, it goes on to 
say that the results suggest that, for Cuba, the loosening of travel 
restrictions in 2009 helped offset the decline in arrivals from the 
global financial crisis. And it goes on. 

In the interest of time. Madam Secretary, I would just like to 
continue to work with you. Because it is evident that the loosening 
of the restrictions are, frankly, helping the regime, not hurting it. 
It is helping to fund the regime at a time when this administration 
has said publicly on more than one occasion that the situation in 
Cuba — the economy is in dire straits. And yet, according to the 
IMF and others, we are now being one of the — the United States, 
through travel and through the loosening of the restrictions, are, 
frankly, being one of the largest sources of revenue for the regime. 

So I would just like to continue to work with you on that. Hope- 
fully we can sit down, look at these facts, and maybe reconsider or 
look at other options that would be more effective in helping to 
help the Cuban people in their fight for freedom. 

So thank you. Madam Secretary. 

Secretary Clinton. I would be very happy to do that. Congress- 
man. 

Ms. Granger. Mr. Austria. 

Mr. Austria. Thank you. Madam Chairman. 

Thank you. Madam Secretary. 

Just one follow-up question on Egypt. As that situation evolves, 
I know we have talked about this, how important it is to protect 
the interests that we have right now, in having peace between 
Egypt and Israel and maintaining that the Suez Canal remains 
open and that the Egyptian Army continues to provide that secu- 
rity on the Gaza border. And you mentioned the threat of Hamas 
and Hezbollah and that Egypt continues to play a positive role in 
that region. 

My question is, who is in charge right now? What are we doing 
to protect those interests? 

And what is the administration’s policy toward the Muslim 
Brotherhood? Because that issue came up, and that was an impor- 
tant factor, as we saw all this transpire in Egypt. And what can 
we do to ensure that the democratic process, the elections, are not 
used — and you mentioned there is that threat — not used to advance 
the interests of anti-democratic forces, such as, possibly, the Mus- 
lim Brotherhood? 

Secretary Clinton. Well, first, we are working closely with the 
so-called SCAF, the Supreme Council of the Armed Forces, Field 
Marshal Tantawi, who is the head of that organization. We think 
that the military has served as a guardian and caretaker of the 
state of Egypt and is also now leading the transition to democracy. 
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We were very pleased when among their first acts was to issue 
a statement that they would respect the Camp David Accords and 
the peace between Israel and Egypt. We want to encourage that 
and see that continue. 

I think that the collapse of the interior department, the security 
system, and the police force inside Egypt has made a very difficult 
situation for the military even harder. 

So they are working with the information that they obtain about 
what is happening on their border with Hamas. We think that they 
are taking appropriate steps there, but we are going to keep a close 
eye on that. 

We think that they understand the need to have an electoral sys- 
tem that doesn’t favor any one group, that, you know, really makes 
it a free and fair election. We have made clear our policy is to sup- 
port those who are committed to democratic values, who are not in- 
volved in or endorse violence in any way, who wish to participate 
in free and fair elections. 

And, you know, it will be, ultimately, up to the Egyptian people 
to decide who their leaders will be, who they will elect, but we 
want to be sure that they are given as much information as pos- 
sible from other countries about how to run elections that will 
produce results that keep democracy going. 

Because the last thing we want to see is one election and then 
it is over, and some organized group — you know, people were men- 
tioning looking at Hungary and other places. Well, look at Iran. 
You Imow, Iran, at the time, didn’t look like it would morph into 
the police state that it has become. 

So there are a lot of lessons. And we and others are certainly 
sharing our experiences with the Egyptians. 

Mr. Austria. Thank you. Madam Secretary. 

Thank you. Madam Chair. 

Ms. Granger. Thank you. Madam Secretary, for your attention 
today, for your responses. We appreciate your being here. We ap- 
preciate the job that you have done and continue to do. 

This will conclude today’s hearing. Members may submit ques- 
tions for the record. 

Madam Secretary, the committee expects prompt responses so 
that we can make informed decisions on the fiscal year 2012 re- 
quest. Thank you again. 

Secretary Clinton. Thank you very much. 

Ms. Granger. The hearing is adjourned. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Kay Granger (#1) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10, 2011 


Mexico 


Question : 

1. Since the Merida Initiative began in FY08, over $1.5B has been 
appropriated. 

a. How much of the funds appropriated thus far has been obligated? 
How much has been expended? 


Answer : 

Of the funds appropriated, approximately $1.34 billion has been 
obligated, and $392.5 million has been expended. Additional 
information is detailed in the chart below. 
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IFiscal Year 
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Appropriated 
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Ewended 
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0 
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0 
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D 
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G 

C 

N./A 

C 


FMF Total 
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420,750,000 

0 
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PYOS St.oo 
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110,163.125 

FYC'fi Base 


2-10,000.000 

246,000,000 

76,221,554 

38.848,259 
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59,507.684 

57.202,078 

f vio Base 

sNCi.£ 

190,000,000 
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13,095.751 

10,378.262 

FYIO Sv.oo 

iHCll 

175.000.000 

9.249.S62 

2.274.562 

25,000 
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<NCL£ 

Q 

7,185.738 

4.358,843 
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INCLE Total 

i,OHSoo,ooo 

875,985,300 

307,767,718 

218,070,793 


Grand Total 

1,499,250,000 

1,339,783,300 

307,767.738 

392,67S;162 


* i?S’CLE funds are subobiigated when a legal document has been signed 
committing the fund.s for a specific procurement. This only applies to 
INCLE funds. 
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Question: 

b. What is expected during FYll? 

Answer: 

Calendar year 201 1 will be the first in which Merida program managers will 
be operating at or near full capacity - there are now 1 17 full-time NAS staff 
supporting Merida programs, up from 21 when the program started in 2008. With 
this capacity, we are seeing a significant increase in the pace of deliveries, and we 
expect to deliver $500 million in Merida assistance for 2011, which is 40 percent 
more than was delivered during the previous three years combined. So far in 201 1 , 
$64.5 million in assistance has been delivered. The balance will include most of 
the remaining large and expensive equipment, including non-intrusive inspection 
equipment (NIIE), aviation, and IT equipment. After this equipment is delivered, 
we will see a sharp shift in emphasis towards training and technical assistance, 
focused primarily on supporting justice sector capacity building and reforms. 

For 201 1, we are also exploring new contracting mechanisms for large state 
and local training programs that W'ill facilitate the reform and professionalization of 
Mexico’s over 2,000 state and local police entities. In addition, we hope to see 
more progress on judicial reform at both the federal and state levels. 



48 


Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Kay Granger (#1) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10,2011 


Question ; 

Ml Rifle and Carbine Importation: Last year, the State Department revoked a 
previously granted approval for reimportation of thousands of Ml Garand rifles 
and M I carbines from South Korea. Both the State Department and ATF were 
involved in the process because these firearms were furnished to South Korea 
under foreign assistance or sales programs. See 22 U.S.C. § 2778(b)(1)(B). Both 
guns are legal to make and sell in the U.S. Surplus Ml rifles and carbines have 
long been sold in the U.S. (including sales by the Department of Defense through 
the Civilian Marksmanship Program). Commercial replicas of the M l carbine are 
currently made and sold in the U.S., and commercial replicas of the M l rifle have 
recently been made and sold in the U.S. as well. When does the State Department 
expect to reach a final resolution to this issue? 

Answer ; 

We continue to work with the Government of the Republic of Korea for a 
positive outcome. Recently, South Korea provided the Department with additional 
information regarding a request to transfer a limited number of Ml Garand rifles 
and Ml Carbines. We are reviewing the information with the Department of 
Justice, Bureau of Alcohol, Tobacco, Firearms, and Explosives, and the White 
House. We expect to reply to the Republic of Korea shortly. 



49 


Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Kay Granger (#2) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10, 2011 


Question : 

The fiscal year 2012 budget request includes funding for a number of global 
commitments the Administration has made over the last two years including 
pledges made for agriculture, climate change, and global health including 
the Global Fund. Please provide a list, ranked by priority, for global 
commitments requested in the FY12 budget and an explanation for such 
ranking. 

Answer : 

The FY 2012 budget includes a combined $10.5 billion for the Global 
Health, Feed the Future, and Global Climate Change initiatives. Assistance 
to address health, food security, and climate change challenges helps to 
foster the growth of democracy, economic expansion, and ultimately, 
increase stability in developing countries. 

The FY 2012 request includes $8.7 billion for the Global Health 
Initiative. Health programs not only stabilize societies devastated by HIV, 
malaria, tuberculosis, and other illnesses, but also save the lives of mothers 
and children and halt the spread of deadly diseases. 
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In addition, our request includes $1.1 billion for Feed the Future. 
Global food prices are approaching an all-time high. Three years ago, this 
led to protests and riots. We have worked very closely with our agricultural 
experts to come up with proposals that over time will move people from 
being food recipients to food producers. 

Lastly, our request includes $650.6 million to meet climate change 
commitments. We believe that strengthening countries against droughts, 
floods, and other weather disasters, promoting clean energy, and preserving 
tropical forests helps us with our own security and our own challenges here 
at home. 

These global commitments are equally important and help to achieve 
global stability and foster sustainable development worldwide, as also 
reflected in the President’s Policy Directive on Global Development. In a 
world where we are fully integrated and interdependent, we must prioritize 
our global initiatives to address these large scale and cross-border causes of 
instability. A would undermine our economic and national security 
interests, failure by the United States to lead on these issues 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Kay Granger (#3) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10, 2011 


Question : 

What is the current estimate for the overall size of an enduring presence in 
Afghanistan? In the FY12 budget request, all funding for USAID staff is 
included in the core budget. Will that level be maintained? If so, for how 
long? 

Answer : 

The U.S. cun'ently has approximately 1215 authorized positions for 
civilians from 16 agencies, including USAID, serving in Afghanistan under 
Chief of Mission authority. This level will be maintained through FY 2012. 
Our staffing needs are expected to peak in FY13 as these positions are filled, 
and then begin to decline as security transitions into Afghan conti-ol and we 
move towards an end-state that is being defined. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Kay Granger (#4) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10,2011 


Question : 

Iraq Transition: Has the Department obtained agreement from the 
Government of Iraq to use the planned sites in Basrah, Erbil, Kirkuk, and 
Mosul for consulates and embassy branch offices? If not, why? When do 
you expect renovation and construction to begin? Will the facilities be 
completed and be ready for occupancy when the militaiy to civilian 
transition occurs this fall? Does the Department have a contingency plan in 
place in the event approval from the Government of Iraq is further delayed? 

Answer : 

As of March 201 1, work is underway on Consulates General (CG) 
Erbil and Basrah in Iraq, and this effort has been divided into four phases. 
Phase I started in September 2010 and included work completed by the U.S. 
Military using its resources (e.g., engineering support, identification and 
movement of excess military property). Phase II work, begun in January 
201 1, is ongoing and includes the establishment of T- wall compound 
perimeters (prefabricated concrete wall sections), preparation for utility 
infrastructure such as drilling water wells, standing up reverse osmosis water 
purification units, movement and set-up of life support areas utilizing 
containerized housing units firom U.S. Forces in Iraq’s excess property, and 
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the gathering of other excess property items necessary for the establishment 
of the sites. Similarly, work is also being undertaken at both embassy 
branch office sites. 

Consulate General Basrah: The Phase III design/build contract that 
covers the bulk of the unclassified work will be awarded the week of March 
14, notice to proceed will be issued to the contractor on March 22, and a pre- 
construction conference involving the contractor, the military, and personnel 
from the Department’s Bureau of Overseas Buildings Operations (OBO) will 
be conducted on-site the week of March 28 to coordinate the construction 
schedule with the military’s withdrawal schedule. The “mission capable” 
date of October 1 , 201 1 (i.e., the target date that critical facilities will be 
ready for their intended purpose) remains unchanged, as it does for all sites. 

Consulate General Erbil: CG Erbil will remain in the Ankawa 
Compound located in the Ankawa neighborhood of the City of Erbil. The 
buildings need to be upgraded to meet minimal life/safety standards. OBO 
is currently working to add a portion of this work to the Phase III 
design/build scope of work (SOW) for ErbiTs Contingency Operating Site 
(COS) (so named by the U.S. military). The bidders’ proposals for the COS 
Erbil site are due to the Department on April 8, 201 1 . The site is adjacent to 
the Erbil International Airport and will primarily support the Department’s 
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Bureau of International Narcotics and Law Enforcement Affairs (INL) 

Police Development Program advisors and the Embassy Aviation personnel. 
The Mission Capable date for both sites is October 1 , 20 11 . 

Phase IV work: Phase IV work includes the construction of classified 
facilities. We expect to award the contracts for Phase IV work in Basrah and 
COS Erbil in mid-May. 

Land Use Agreements: The U.S. Embassy in Iraq does not have 
formal permission to use these sites beyond 2011. Embassy Baghdad is 
negotiating formal agreements with the Iraqi Government. The Department 
is confident the agreement for Basrah will be approved, and thus is 
proceeding with Phase III construction. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Kay Granger (#5) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10,2011 


Question: 

The fiscal year 2012 budget request includes more than $1 billion for operations 
and security costs at embassy branch offices and interim consulates. How long do 
you project such an enhanced presence will be needed in Iraq? What efforts have 
been undertaken to ensure the Department has the capacity to manage such a large 
civilian presence? 

Answer: 

The FY 2012 budget request for programs in Iraq will continue to help the 
Government of Iraq (GOl), and the Iraqi people, bridge economic and security 
gaps. Our consulates in Basrah and Erbil, though located in temporary facilities, 
are permanent. We expect our consulate in Kirkuk, which is along the Arab-Kurd 
fault-line, as well as our significant Iraq-wide security assistance programs and our 
Police Development Program, to last approximately 3-5 years. We will continue to 
reduce our presence as our programs are transferred to other U.S. Government 
entities, GOI ministries, or participating international organizations. 

We are intensely planning and executing steps for a strong U.S. diplomatic 
and assistance platform that will succeed our Department of Defense (DoD)- 
focused mission in Iraq, as troops withdraw' by the end of this year. We are 
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confident we have the mechanisms in place and will have the capacity to ensure 
our future success. 

The Department puts a high priority on sound contract management and 
strong contract, administrative, and operational oversight. Our primary 
Contracting Officers (COs) are located in Washington where they can draw on 
headquarters expertise. The Contracting Officer’s Representatives (CORs) are in 
Iraq and are supported by multiple levels of technical oversight appropriate to the 
complexity of each contract. We have been supported strongly in this by our 
partners in DoD, who will provide contract management assistance through 
Defense Contract Management Agency (DCMA), Defense Contract Audit Agency 
(DCAA), Army Sustainment Command (ASC), and other offices. DoD has also 
agreed to allow State to continue to use the U.S. Army’s critically important life- 
support contract, Logistics Civil Augmentation Program (LOGCAP). 

DoD has been instrumental in many other ways in ensuring we have the 
capacity to support our civilian presence after they depart. For example, DoD is 
providing us, through purchase or lease, key security equipment, such as Mine 
Resistant Ambush Protective vehicles (MRAPs), which are critical to the State 
Department’s ability to provide adequate security to allow our officers to meet key 
U.S. policy objectives. 
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A Senior Foreign Service Officer will lead each of our diplomatic posts in 
Iraq, In addition, we are significantly increasing our management personnel in 
order to handle our presence. The State Department’s Bureau of Diplomatic 
Security (DS) has established 25 new special agent positions and up to 68 DS 
authorized security protective specialist (SPS) positions to oversee Diplomatic 
Security (DS) private security confractors (PSCs). These staff members will 
manage security programs at our diplomatic locations, and provide operational 
oversight of personal security details (PSDs). DS personnel will serv^e as CORs 
and Government Technical Monitors (GTMs). DS currently employs this robust 
oversight everywhere they operate in Iraq to ensure that DS PSCs perform their 
duties in a professional, responsible, culturally sensitive, and cost effective 
manner. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Kay Granger (#6) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10, 2011 


Question : 

How many new Foreign and Civil Service staff were added above attrition 
as part of the Fluman Resource Initiative through fiscal year 2010? What is 
the annualized cost to this Committee of these new staff in fiscal years 201 1 
and 2012? 

Answer : 

During fiscal year 2009 the Department’s Full-Time Permanent 
workforce increased by 580 Foreign Service employees, with an annualized 
cost of $45.6 million incurred in fiscal year 2010; and by 286 Civil Service 
employees, with an annualized cost of $17.2 million incurred in fiscal year 
2010 .‘ 


In fiscal year 2010 Foreign Service employment increased by 740, 
with an annualized cost of $I 14.5 million incuiTed in fiscal year 201 1; and 


^ Please note that these costs cannot be used to calculate a “unit cost” per 
employee. The annualized cost is a total for all employees, and does not account for the 
timing of when an employee joined the Department. If an employee joined in October, 
costs for that employee would be a full year; if a staff joined in September, costs would 
only be for one month. 
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the Civil Service increased by 425, with an annualized cost of $26 million 
incurred in fiscal year 2011. In fiscal year 2012 the annualized costs 
incurred will remain at the same levels as fiscal year 201 1 , 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Kay Granger (#7) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10,2011 


Question: 

What are the specific needs in Egypt, Tunisia, Bahrain, Yemen, Syria, and Jordan? 
What is the right mix of assistance, both short and long-term? What is the role of 
the Middle East Partnership Initiative in addressing the changes occurring in these 
countries? 

Answer: 


Eg>Pt 

The United States recognizes the importance of economic recovery and 
growth in ensuring an orderly, peaceful, and democratic transition. We are 
committed to working with the government and people of Egypt to improve 
economic conditions and put in place the framework for long-temi, viable growth 
that expands economic opportunity for all. 

We have reprogrammed hinds in order to respond to requests from the 
Egyptians themselves, nongovernmental organizations, private international 
organizations as well as the private sector, to address transition issues and realize 
change. This effort demonstrates our responsiveness to the people of Egypt in 
their desire for free and fair elections, responsive, accountable government, and 
respect for their universal human rights. Specific needs include: 
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• Improved effectiveness and credibility of electoral institutions; 

• Direct training and support for independent media with special 
programs targeting youth; 

• Training, protection, and counseling to ensure respect for human 
rights; 

Many Egyptian businesses and individuals continue to be severely impacted 
by the civil unrest and lack of economic opportunity. Thus, we are providing 
assistance to address socio-economic issues and broader economic development to 
help address grievances expressed in the protests. We expect our activities will 
include: 

• Sustainable job creation, focused but not limited to the 
tourism/hospitality sector or infrastructure; 

• Technical assistance, microfinance, and small business finance to 
support entrepreneurs; 

• Education, management skills, or life skills training to help get people 
back to work; and 

• Loans to small- and medium-sized businesses to help them recover 
from loss of business, disruption of banking or supply and 
transportation services, and/or damage to property. 
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We do not want Egypt to be saddled by the debts of its past, and are 
therefore pursuing options for relieving a democratic Egypt of up to $ I billion in 
debt. We will help Egypt regain access to markets by guaranteeing $1 billion in 
borrowing that is needed to finance infrastructure and job creation. 

We will work with organizations like the World Bank and the International 
Monetary Fund to plan for stabilizing and modernizing the economies of Tunisia 
and Egypt. We are also urging other countries to help Tunisia and Egypt on a 
bilateral level. 

In the coming months, we will work with Congress to create Enterprise 
Funds to invest in Tunisia and Egypt. These would be modeled on funds that 
supported the transitions in Eastern Europe after the fall of the Berlin Wall. 
Tunisia 

The U.S. government is actively addressing Tunisia’s many needs. 
Preparations are underway for the election of a constituent assembly that will 
rewrite Tunisia’s constitution and chart the next steps in the country's democratic 
transition. We applaud a number of steps already taken, including the interim 
Government of Tunisia’s efforts to improve human rights protections and its 
endorsement of the country’s personal status code protecting the rights of women. 
Tunisia has prepared a new elections law, and dozens of new political parties are 
organizing to compete. 
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The United States is committed to helping secure a transition that delivers 
democratic results and sustainable economic development for all the people of 
Tunisia. Thus far, the Administration has identified approximately S30 million to 
help Tunisians prepare for the series of elections on their horizon, to increase 
understanding of the process of participation in a pluralistic, competitive political 
culture, to promote transparency and accountability, to support indigenous 
transitional justice processes, to support youth employability, and to advance 
private sector development. 

Of the nearly $30 million in assistance we have identified for Tunisia, the 
Department of State’s Office of the Middle East Partnership Initiative (MEPI) is 
providing $20 million to support Tunisian efforts during their democratic 
transition. These funds are being channeled through Tunisian and international 
NGOs to shape an independent, professional, and pluralistic media sector, build a 
vibrant civil society, strengthen democratic political parties, develop a sound 
framework for free elections, enact economic reforms, and expand 
entrepreneurship. MEPI has already awarded initial grants to both Tunisian and 
international NGOs and continues to seek innovative proposals through a year-long 
open competition. 

USAID is providing approximately $10 million in support for elections and 
inclusive political processes to ensure a peaceful transition. USAID programs are 
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providing support to enhance the ability of key actors, including the unity 
government, commissions of inquiry, political parties, civil society, and media, to 
develop institutional capacity and strengthen the transition period through strategic 
communication of key principles and negotiation stances in the political 
environment. USAID’s Office of Transition Initiatives is also starting a program 
to encourage a peaceful and lasting political transition in the interior govemorates 
of Tunisia. This program will encourage new and emerging groups to contribute to 
the national dialogue and also promote stabilization through small scale 
community development projects. 

As with Egypt, relevant offices, including in the bureaus of Near Eastern 
Affairs and Democracy, Human Rights and Labor, and USAID are working closely 
together. 

Finally, because trade and investment will be critical to creating jobs and 
building a more robust Tunisian economy, we are working with the Department of 
Commerce, the U.S. Trade and Development Agency (USTDA), and private-sector 
business advocacy groups such as the U.S. Chamber of Commerce to promote 
increased interest and opportunity for American businesses in Tunisia. We are 
working with the Overseas Private Investment Corporation (OPIC) to facilitate 
financing for small-to-medium enterprises (SMEs) and start-up companies. We are 
also working with the Departments of Commerce and Treasury' to encourage the 
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legal and economic refonns needed to facilitate more open trade and private-sector 
investment. 

Bahrain 

We have repeatedly conveyed our concerns to the Government of Bahrain 
over the situation there, and insisted that security operations will not resolve the 
challenges Bahrain faces. The government needs to launch a credible, peaceful, 
productive political process that addresses the legitimate aspirations of the 
Bahraini people will resolve the crisis, and the U.S. Government will endeavor to 
play a supporting role. We remain actively engaged with Baltrain and its 
neighbors, as well as with civil society and political societies inside Bahrain, in 
efforts to help rebuild trust and to create a climate where a productive political 
dialogue is possible. 

Yemen 

In Yemen, the United States supports a peaceful and orderly transfer of 
power in accordance with the Yemeni people’s demand for better governance that 
is more responsive to their needs and aspirations. A solution to Yemen's problems 
will not be found through security measures, but through political dialogue, free 
elections, and more transparent and accountable governance. 

As the situation unfolds, it will be critical to maintain active U.S. support on 
security, governance, and development to help the government of Yemen to 
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preserve rule of law, maintain and improve service delivery, prepare for 
presidential elections, and draft a new constitution. 

U.S. assistance policy on Yemen is two-pronged: we provide security and 
counterterrorism support to combat the immediate threat of terrorism, while 
delivering economic and technical support directly to local communities to help 
counter long-term drivers of instability, such as unemployment, poverty, and 
ineffective governance. The current political crisis in Yemen has rendered this 
work more difficult in the short-term, but has reaffirmed and emphasized its 
importance over the long-term. 

We will continue to closely coordinate our assistance efforts with those of 
other donor countries. Through the Friends of Yemen process, for example, the 
United States harmonizes political and economic assistance efforts with partners 
including the fnternational Monetary Fund and the United Nations. 

Syria 

The Administration has consistently spoken out against the Syrian 
government’s killing, torture, detention, and abuse of peaceful protestors, with 
President Obama condemning these actions in the strongest possible terms and 
calling on President Assad to stop obstructing reform in Syria. As the Syrian 
government’s abuses of human rights escalated, the Administration responded by 
leading the international community in calling a special session at UN Human 
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Rights Council in Geneva that produced a strong resolution unequivocally 
condemning the Syrian government’s use of lethal violence against its citizens. 

The UN resolution also created an independent UN investigation into the recent 
violence, and called on the Syrian authorities to release prisoners of conscience and 
those arbitrarily detained, including lawyers, human rights defenders, and 
journalists, and to lift restrictions on internet access, telecommunication, and 
international journalists. 

We will also take additional, unilateral steps, including sanctions on those in 
the regime, including President Assad himself, who are responsible for human 
rights abuses in Syria. We will coordinate this action with the European Union, 
which will impose an arms embargo and its own targeted sanctions. We are 
closely monitoring the status of religious minorities in Syria who are increasingly 
worried for their safety as the situation destabilizes the country. 

Jordan 

In support of the Government of Jordan’s political, economic, and social 
reform agendas, our top priority is to maintain our MOU assistance levels. U.S. 
economic assistance aims to address Jordan’s needs by enhancing private sector 
competitiveness, trade, employment opportunities, and workforce development to 
promote economic growth. Our USAID programs are providing technical 
assistance to strengthen Jordan’s tax administration and improve efficiencies 



68 


through results-based budgeting and a more effective financial management 
infonnation system. Democracy and governance programs capitalize on the 
renewed energy within civil society to promote civic participation, judicial 
independence, legal reforms (including electoral reform), respect for human rights, 
and anti-corruption measures. 

Further to the above, the Overseas Private Investment Corporation (OPIC) 
will launch later this year a $2 billion facility to support private investment across 
the region. In addition, we will create a comprehensive Trade and Investment 
Partnership Initiative in the Middle East and North Africa, working with the 
European Union to facilitate more trade within the region to build on existing 
agreements to promote integration with U.S. and European markets and to open the 
door for those countries who adopt high standards of refonn and trade 
liberalization to construct a regional trade arrangement. 

Ultimately, the right mix of assistance is that which advances long-term 
stability through democratic and economic reform, as well as supports US security 
objectives. Given this historic situation, we are drawing on expertise and resources 
across the U.S. government to respond to the immediate needs of the people in the 
Middle East, while keeping our sights on what is needed to sustain progress in the 
long term. 
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The Middle East Partnership Initiative (MEPl) is an essential tool for 
advancing the cause of democratic reform in the region, particularly through their 
work with local organizations and in countries where the U.S. government does not 
have a bilateral assistance program. As such, MEPI has been and will continue 
being a central player in all the efforts to meet the emergent needs discussed above. 
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Questions for the Record Submitted for 
Secretary of State Hillary Rodham Clinton by 
Representative Kay Granger (#8) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10,2011 


Question: 

How will the Department work to balance the value the Internet offers, with the 
concerns that it can also be used for malicious intent? As there is no specific 
request in the 2012 budget request for Internet freedom, what resources will be 
applied to this effort? 

Answer; 


Thank you for your interest in this important policy area. Your questions 
raise an issue to which I am keenly attuned and that I addressed in my Februar}' 15 
speech: the qualities that make the Internet a platform for unprecedented progress - 
its openness, its leveling effect, its reach and speed - can also enable wrongdoing 
on an unprecedented scale. As I said in February; 


In our vigorous effort to prevent attacks or apprehend criminals, w'e retain a 
commitment to human rights and fundamental freedoms. The United States 
is determined to stop terrorism and criminal activity online and offline, and 
in both spheres we are committed to pursuing these goals in accordance with 
our laws and values. 


Page 1 of 5 
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The need to reconcile liberty and security is not new; it has existed for as 
long as human civilization. The Obama Administration recognizes the complex set 
of challenges and opportunities presented by the growth of the Internet. 
Domestically, we are developing cyber policies that more effectively protect our 
country and its citizens, while still encouraging economic innovation and 
respecting fundamental human rights principles. This is demonstrated in the 
cybersecurity legislative package the Administration recently sent to the Hill. 
Internationally, we continue to seek new ways to advocate for a global Internet that 
is open, interoperable, secure and reliable. We advocate for this goal in multi- 
stakeholder institutions related to Internet governance, bilateral government-to- 
government relationships, international organizations like the UN and through 
other regional forums and events. 

In February, I announced the creation of the State Department’s new Office 
of the Coordinator for Cyber Issues, headed by Christopher Painter. Mr. Painter is 
coordinating the Department's global diplomatic engagement on cyber issues, 
including cyber security, the Internet economy, cybercrime, cyber attacks, Internet 
governance, and Internet freedom. He will also serve as a Department liaison to 

the White House and other Departments and Agencies working on these issues. 
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On May 16, the White House announced the United Stales’ International Strategy 
for Cyberspace, which presents a whole-of-govemment approach to advancing our 
cyber interests and preserves the State Department’s leadership role for dealing 
effectively with the range of cyber issues internationally. This document serves as 
the framework for the Department’s future international cyber engagement. 

Capacity building is a core piece of our international engagement on Internet 
freedom and cyber issues. This includes assistance to activists, journalists, and 
civil society organizations, as well as cooperating with other countries to fight 
transnational crime in cyberspace and helping other nations build their own law 
enforcement capacity. We also have ratified the Budapest Cybercrime 
Convention, which sets out the steps countries must take to ensure that the Internet 
is not misused by criminals and terrorists while still protecting the liberties of our 
own citizens. We are strong advocates for this convention internationally. 

We have an innovative and effective program in place to empower digital 

activists around the world and counter the efforts of repressive governments to 

limit Internet freedom. Congress earmarked a combined $50 million for State 

Department Internet freedom programs in FY201 0 and FY201 1 . And as 

mentioned in our FY12 budget Justification, the Bureau of Democracy, Human 
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Rights and Labor plans to continue support for Internet freedom programs next 
year. Our recent solicitation for proposals was extremely competitive: we 
received over 60 proposals seeking $180 million in grant support. Congress has 
been notified of the State Department’s and USAID’s plans to spend $30 million in 
FY2010 funds, which represent an innovative and comprehensive set of tools to 
support those fighting Internet repression. We plan to notify and obligate FY201 1 
funds very quickly and effectively, and welcome the opportunity to brief you on 
our plans for those funds. 

Based on our experiences in strategically programming FY2010 funds, we 
expect high-return investment opportunities in Internet freedom programming in 
the years to come. We are in daily contact with leading NGOs and activists in the 
field to understand the latest threats to Internet freedom and support cutting-edge 
programming in response. We very much appreciate Congressional focus on this 
new and important emerging field, and look forward to continued consultation with 
Congress about how best to make the most of new opportunities in future budget 
years. 
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Questions for the Record Submitted to 
Secretary of State Hiiiary Rodham Clinton by 
Representative Kay Granger (#9) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10,2011 


Question; 

What impact has the political change in Egypt had on the ability of commerce to 
flow through the Suez Canal? Is the Egyptian Government providing security 
along the Gaza border? 

Answer: 

The political change in Egypt has had little effect on the Suez Canal. 
Commerce has flowed through the Canal with minimal interruptions since January' 
25. We continue to raise with our Egyptian interlocutors concerns about the 
security situation in Sinai and the continued smuggling of weapons and dual use 


items into Gaza. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Kay Granger (#10) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10, 2011 


Question : 

What is the Administration’s policy toward the Muslim Brotherhood? What can 
the Congress do to help encourage a democratic process, and not let it advance the 
interests of a single group, such as the Muslim Brotherhood? 

Answer: 

We have repeatedly stated that any individual or organization that adheres to 
the principles of inclusive democracy, including the principle of nonviolence, 
should be able to participate in Egypt’s political process. The Muslim Brotherhood 
has announced that they will compete for parliamentary seats this fall through a 
new political party. 

The Egyptian Muslim Brotherhood organization is not a designated foreign 
terrorist organization and renounced violence in the 1970s. In our conversations 
with all political parties, we continue to emphasize the importance of support for 
democratic principles, accountable institutions, human rights, and a commitment to 
nonviolence, respect for minorities, and regional peace and security. 

We aim to ensure that our assistance to support Egypt’s democratic 
transition advances our strategic goals for Egypt, which include free and fair 
elections, stability, and economic recovery. Accordingly, we intend to target our 
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assistance based on these four priorities in Egypt: electoral process and 
environment (including political party strengthening, civic education, inclusion of 
women and youth, and political coalition-building); labor; media and access to 
information; and human rights. These efforts aim to contribute to an open, fair, 
and competitive elections process that allows for widespread participation of 
political parties that represent the diverse aspirations of Egyptians. 

We appreciate support from Congress in reiterating our messages to the 
Egyptian government and people, through meetings in Washington and visits to the 
region and in building a strong, positive relationship with Egypt’s new leadership. 
Egypt is at a critical point in its transition, and our support for Egypt’s larger 
economic and political needs can help to create an environment in which all 
political parties have the opportunity to participate in free and fair elections. 
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Questions for the Record Submitted to 
Secretary of State Miliary Rodham Clinton by 
Representative Kay Granger (#11) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10, 2011 


Question: 

What are the specific accomplishments that are a result of U.S. assistance to the 
Lebanese Armed Forces? What are the plans are for the $ 125 million in security 
assistance requested for FY12? 

Answer: 

U.S. security assistance to the Lebanese Armed Forces (LAF) has 
significantly strengthened its position as the only Lebanese government institution 
that is generally perceived by the Lebanese people from ail factions to be a non- 
partisan, non-sectarian organization capable of accomplishing tasks in support of 
the nation and throughout Lebanon. U.S. assistance has enabled the LAF to deploy 
a total of four brigades to southern Lebanon in compliance with its obligations 
under UNSCR 1701. Before 2006, the LAF had never deployed south of the Litani 
River. This area had been the exclusive purview of Flizballah. That is no longer 
the case. 

Through U.S. assistance, the LAF has developed the ability and the 
confidence to conduct actions against extremist and criminal organizations across 
Lebanon, killing or capturing many terrorists and criminals and disrupting weapons 
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smuggling, drug trafficking, and other activities used to fund or support terrorist 
activities. Through the professional equipping and training provided by the United 
States, the LAP also has been able to maintain stability in Lebanon despite a major 
political crisis last fall and winter, perpetrated by Hizballah and its allies against 
the Lebanese government. The LAP, along with the Internal Security Forces, has 
also worked to ensure Lebanon’s internal security during the continuing 
government formation period. 

Our assistance to the LAP is ongoing. When the next government is formed, 
we will review its composition, policies, and decisions. Since the government has 
not yet been formed, it is premature to judge it and make any determinations about 
the future of U.S. assistance to Lebanon. We continue to plan for ongoing 
assistance through FY 20 1 2. We have safeguards in place designed to minimize 
the risk that terrorist organizations will benefit from U.S. assistance activities. 

The Administration’s request for $100 million in FY 12 Foreign Military 
Financing would assist the LAF to modernize its force and to standardize on U.S. 
equipment. We will continue to focus our assistance to support LAF efforts to 
meet its obligations under the UNSCR 1 701 mandate, prioritizing the training and 
equipping of brigades for rotations into the south Litani sector. The next scheduled 
brigade rotations are to take place in 2012. The GOL is obligated under UNSCR 
1701 to enforce the arms embargo on Lebanon. Finally, we will continue to 
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prioritize materiel to modernize and standardize its Special Operations Forces in 
support of its key mission to counter extremist and criminal groups. 

The Administration’s request for $25 million in FY 12 International 
Narcotics Control and Law Enforcement funding would allow for the continuation 
of the Internal Security Forces (I SF) train and equip program, including the 
formation of a professional training cadre, with the goal of completing the 
transition of the program to the ISF after academy refurbishment. Funding also 
will support small programs on leadership and management to cultivate critical 
skills among ISF senior and mid-level officers. Funding also will facilitate the 
building of ISF capabilities to work with the Lebanese Aimed Forces along the 
eastern border with Syria to combat arms, drugs, and human smuggling to assist 
Lebanon in fulfilling its obligations under UNSCR 1701. 
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Questions for the Record Submitted to 
Secretarj’ of State Hillary Rodham Clinton by 
Representative Kay Granger (#12) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10, 2011 


Question: 


Since July 2010, the Department has waived sanctions against several companies 
that pledged to cease all investment in the Iranian energy sector. Have these 
companies completed their withdrawals from Iran? How many investigations are 
currently open, and when will the 1 80-day clock be reached? 

Answer: 


CISADA is a valuable tool in our efforts to influence Iran’s decision 
making, and we are vigorously enforcing it. Its objective is to pressure Iran by 
convincing foreign companies to terminate their commercial activities with Iran’s 
petroleum sector, either through persuasion - including through warning of 
sanction, or actual implementation of sanctions. 

We have persuaded a number of companies to tenninate or decline entering 
into commercial activities with Iran’s energy sector. Through our strategic use of 
“Special Rule” authorities, as provided by law, we have convinced major 
companies to wind down their activities and leave Iran’s petroleum sector 
expeditiously. All of the companies that were subject to the Special Rule 
concluded their development projects in Iran before the end of 20 1 0 and, to the 
Department’s knowledge, are not re-engaged in any sanctionable activities related 
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to Iran. The Department continues to monitor this closely and remains in contact 
with these companies concerning these issues. 

We continue to closely monitor companies that may be engaged in 
potentially sanctionable activities and have aggressively engaged with foreign 
governments and companies to ensure they are aware of the potential consequences 
of our sanctions. As a result, there has been an exodus of international companies 
leaving Iran because they have recognized the increasing risks of doing business 
there. 
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Questions for the Record Submitted to 
Secretai^ of State Hillary Rodham Clinton by 
Representative Kay Granger (#13) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10,2011 


Question: 

How are the current movements in the Middle East playing out in Iran? What is 
being done to bolster pro-democracy efforts? 

Answer: 

Iran has made its hypocrisy clear in selectively applauding the universal 
rights of others in the region to protest against their governments, but continuing to 
suppress its own people, including through mass arbitrary arrests and killing those 
who dare speak out against the regime, as well as aiding the Syrian regime’s 
repression of peaceful protesters. Demonstrations over the past two years 
organized by Iranian students and opposition groups in Iran are a testament to the 
courage of the Iranian people; the government’s brutal response is an indictment of 
the duplicity of the Iranian regime. 

The Administration provides training and tools to civil society activists 
throughout the region to foster freedom of expression and the free flow of 
information on the Internet and via other communication technologies. Current 
projects support counter-censorship, online education, and peer-to-peer 
communication technologies. These new technologies empower citizens to achieve 
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their own aspirations by helping people find safer ways to raise their voices, share 
information, and strengthen networks and organizations. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Kay Granger (#14) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10,2011 


Question: 

There are reports that several Turkish, South Korean, Ukrainian and Chinese banks 
continue to deal with Iranian financial institutions in violation of The 
Comprehensive Iran Sanctions, Accountability and Divestment Act (CISADA). Is 
the State Department monitoring those institutions? What steps would the State 
Department take to sanction an international institution? 

Answer: 

'fhe Administration is actively implementing CISADA’s financial 
provisions, and has contacted governments and financial institutions in other 
countries to seek more information about conduct that could be sanctionable under 
the Act. The results are positive - many banks that had previously been willing to 
maintain accounts for designated Iranian banks are now reversing course and 
cutting ties with Iran altogether rather than risk losing access to the U.S. financial 
system. 

The State Department is engaged to support this effort to identify those 
foreign financial institutions that may be involved in sanctionable activities and to 
discourage dealings with Iranian financial institutions. We are also conducting a 
global outreach effort, in coordination with the Treasury Department, to explain 
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the implications of our sanctions legislation to foreign governments and 
commercial interests in order to prevent any potentially sanctionable activity as 
Iran seeks new relationships to replace lost business. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Kay Granger (#15) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10,2011 


Question: 

What is the State Department position on allowing Iran to maintain a civilian 
uranium enrichment program? 

Answer: 

Iran has failed to address the concerns of the international community about 
its prohibited nuclear activities, including its uranium enrichment program. This 
was further evidenced by International Atomic Energy Agency (IAEA) Director 
General Yukiya Amano’s report in February 201 1 that Iran has not yet complied 
with its international obligations under numerous United Nations Security Council 
Resolutions and IAEA Board of Governors Resolutions. We believe, as we have 
stated publically before, that only when Iran is in full compliance with its 
international nonproliferation obligations and in cooperation with IAEA 
transparency and safeguards requirements, would it then enjoy the right to a 
peaceful nuclear program. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Chairwoman Kay Granger (#16) 

House Appropriations Committee, Subcommittee on State and Foreign 

Operations 
March 10,2011 


Question : 

What is the Department’s response to the GAO’s findings regarding the large 
pipeline of economic assistance in Pakistan? What are the reasons the Department 
is having difficulty spending the assistance already provided and what efforts are 
being undertaken to address those challenges? 

Answer ; 

The often-cited GAO figure of $179 million spent to date does not 
encapsulate the entirety of our assistance. The figure only refers to FY2010 
funding, and while it is higher than that by now, we also generally spend prior-year 
funds first. Since October 2009, we have disbursed over SI. 7 billion total in 
civilian assistance in Pakistan, including emergency flood relief, and are making 
substantial progress in terms of implementation. Our energy projects to help close 
SLipply/demand gaps are being implemented and completion times are on track. 
Seeds we provided to flood-affected farmers saved their harvest and have 
dramatically increased crop yields. We are helping to build schools and train 
teachers. We are strengthening the police in Khyber Pakhtunkhwa, Balochistan, 
Punjab, and Sindh. And in the process, we are also building the capacity of the 
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civilian government to address the countiy’s most pressing issues by working with 
the Government of Pakistan to implement these projects. 

Assistance delivery in Pakistan is neither fast nor easy. We had hoped that 
we would have been further along on FY 2010 funds at this point. We have in 
place rigorous safeguards to ensure that taxpayer dollars are used for their intended 
purposes, and these have taken time to put in place. We are committed to building 
Pakistani capacity to address the country'’s most critical needs, and this includes 
coordinating closely with the Government of Pakistan to identify those critical 
needs and configuring programs to address them. We have also encountered 
challenges that delayed our implementation such as devolution of the federal 
ministries, the difficult security environment, and historic monsoonal floods that 
displaced 20 million Pakistanis and required us to reorient our efforts and $500 
million of FY 2010 funds toward recovery and reconstruction activities, a 
transition that is underway but not yet complete. Additionally, we recognize that 
unexpended balances exist, but we cannot hasten our efforts at the expense of 
effectiveness, accountability, or sustainability. We are making progress and are 
by necessity prioritizing effectiveness over pace of implementation in order to be 
good stewards of taxpayer dollars. Some of the challenges, such as disruption due 
to flooding, are hopefully behind us, whereas others - the need to be deliberate 
about accountability, transition due to devolution, and security challenges - will 
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remain. We nonetheless remain committed to delivering on our assistance 
commitments to Pakistan as part of our broader effost to partner with the 
Government and people of Pakistan. 
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Questions for the Record Submitted to 
Secretary of State Hillary Clinton by 
Representative Kay Granger (#17) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10,2011 


Question : 

How has the recent unrest in the Middle Bast impacted the way in which the State 
Department determines Israel’s qualitative military edge, especially in regard to 
military sales to its neighbors? 

Answer : 

This administration is closely monitoring the situation throughout the region. 
We hold regular confidential consultations with the Government of Israel as 
evidenced by recent visits to Israel by Secretary of Defense Gates and Assistant 
Secretary of State for Political-Military Affairs Andrew Shapiro. Further, we will 
hold a number of high-level bilateral discussions during the summer months to 
include the U.S. -Israel Strategic Dialogue, the Joint Political-Military Group, and 
the Defense Policy Advisory Group. Our commitment to Israel’s security is 
unwavering and any developments we believe pose a threat to Israel’s qualitative 
military edge (QME) will be carefully considered and responded to appropriately. 
We are taking full advantage of the consultative and political mechanisms 
currently in place to respond to and act on Israel’s concerns and to ensure the 
region’s unrest does not negatively impact Israel’s QME. 
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Since the Reagan administration official U.S, policy has been to safeguard 
Israel’s QME, defined as “the ability to counter and defeat any credible military' 
threat from any individual state or possible coalition of states or from non-state 
actors, while sustaining minimal damages and casualties.” 

In 2008, Congress passed legislation (Section 201(d) of P.L. 1 10-429, or the 
“Naval Transfer Act of 2008”) requiring quadrennial reports on the U.S. 
government’s assessment of Israel’s QME. The first of these reports was 
submitted in September 2009. The law stipulates that any arms sale to the Middle 
East subject to Congressional notification must include a certification that the sale 
does not adversely impact Israel’s QME. Indeed, we will not proceed with the 
release of any military equipment or services that could pose a risk to our allies or 
compromise regional security in the Middle East. 

The United States protects Israel’s qualitative military edge in a number of 
other important ways. First, Israel currently receives nearly $3 billion per year in 
U.S. security assistance for training and equipment under the Foreign Military 
Financing Program (FMF). For FY 2010 (which marked the second year of a 
10-year, $30 billion FMF memorandum of understanding with Israel), the 
Administration requested $2,775 billion in security assistance funding for Israel 
(the largest such request in U.S. history, and an increase of $225 million from the 
previous year), which helps Israel to purchase the advanced military equipment it 
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requires for its defense, deter potential aggressors, and maintain its conventional 
military superiority. Second, we secured $205 million from Congress to support 
Israel’s Iron Dome short- to medium-range counter-rocket system in addition to 
our $3 billion FY 201 1 FMF request for Israel. Third, we provide Israel with 
privileged access to advanced U.S. military equipment, such as the F-35 Joint 
Strike Fighter. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Kay Granger (#18) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10,2011 

Question: 

How has the unrest affected the peace process? 

Answer: 

We are closely monitoring the constantly evolving situation throughout the 
region. Of course, while we support the aspirations of the Arab people to be free, 
it’s clear that the changes in the Middle East have brought with them a degree of 
uncertainty moving forward. Both Israeli and Palestinian leaders are groping with 
this reality, as are we. There are those who argue that with all the change and 
uncertainty in the region, it is simply not possible to move forward now. We 
disagree. The events in the region have shown that the status quo is not sustainable; 
this also applies to the situation between Israel and the Palestinians. Our 
commitment to Israel's security is unshakeable and, of course, we are committed 
Israel’s Qualitative Militaiy Edge. For real peace and security to be realized, the 
two-state solution must be realized. Ultimately, it is up to the Israelis and 
Palestinians to take action. No peace can be imposed upon them nor can unilateral 
actions in international forums replace the necessary, but difficult give-and-take of 
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real and substantive direct talks on all the core issues. The Obama Administration 
is working around the clock to make progress towards that end. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Kay Granger (#19) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10,2011 


Question: 

What is the Administration’s position on the unrest in Jordan? As Jordan also 
hosts many Iraqi and Palestinian refugees, how is U.S. assistance helping 
strengthen civilian institutions to handle both the unrest as well as the additional 
strain on their economy? 

Answer: 

Protests in Amman and other cities have been mostly peaceful, with isolated 
incidents of violence between pro- and anti-government demonstrators. 

Opposition groups have noticeably de-escalated their rhetoric and emphasized their 
commitment to peaceful expression. Throughout the protests, Internet access has 
been maintained and all political sides have been able to express their views in the 
press. 

King Abdullah has been responsive to the demands of the Jordanian people. 
In early February, he dissolved the cabinet and appointed a new Prime Minister, 
and in March he established a National Dialogue Committee with a three-month 
mandate to write new political parties and elections laws. We look forward to 
supporting the Government of Jordan in implementing these reforms. 
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President Obama has made it clear that we have a moral obligation to 
continue to provide humanitarian assistance to displaced Iraqis. LJ.S. government 
funding has supported UNHCR, WHO, and UNICEF’s provision of essential 
services to Iraqi refugees in Jordan, including protection, health services, and 
educational opportunities. U.S. government humanitarian assistance worldwide for 
Iraqi refugees, internally displaced persons, and conflict victims has totaled $1.3 
billion since 2007, U.S. assistance in Jordan also supports the Jordanian health and 
education sectors which provide services to benefit both Iraqi refugees as well as 
the general Jordanian population. 

The U.S. government is the largest bilateral supporter of the United Nations 
Relief and Works Agency for Palestine Refugees in the Near East (UNRWA), 
which has the sole UN mandate to provide humanitarian assistance to Palestinian 
refugees, including primary education and basic health care. There are an 
estimated two million UNRWA-registered refugees in Jordan, and the U.S. 
government works closely with the Government of Jordan and UNRWA to address 
the humanitarian needs of Palestinian refugees in Jordan. In fiscal year 2010, the 
USG provided $237 million to UNRWA for core and emergency programs in its 
five areas of operation. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Kay Granger (#20) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10,2011 


Question: 

What impact has the U.S. Ambassador to Syria had on recent relations with that 
government? 

Answer: 

Ambassador Ford has delivered strong messages to senior Syrian 
government officials conveying our outrage at the loss of innocent life and urging 
the Syrian government to implement genuine reforms. He also meets with a range 
of non-governmental contacts, including members of the opposition, political and 
human rights activists, businessmen, and student groups, to improve our 
understanding of the unrest in Syria. 

Due to the Syrian government’s blackout on foreign media, Washington 
policymakers are reliant on Ambassador Ford’s reporting - one of the few 
windows we have into events in Syria. We believe this is a critical asset. 

Perhaps most importantly, Ambassador Ford is a crucial resource to 
American citizens in need of high-level consular representation, obtaining the 
release of several detained American citizens who have been caught up in a 
campaign of arrests. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Kay Granger (#21) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10, 2011 


Question: 

Members of the Civilian Response Corps have now been recruited and deployed. 
Please provide a detailed description of all deployments by State and USAID, 
including location deployed, number of staff (and home agency if part of the 
standby corps), funding obligated, and accomplishments for FY 2010 and those 
expected in FY 201 1. 

Answer: 


The Civilian Response Corps Active component (CRC-A) and Standby 
component (CRC-S) personnel, with support from personnel of the Office of the 
Coordinator for Reconstruction and Stabilization (S/CRS), have been increasingly 
active in U.S. national security priorities around the world. In fiscal year 2010, 
personnel deployed to 25 countries. To date in fiscal year 2011, personnel have 
deployed to 21 countries with more engagements and deployments on the horizon. 
All deployments are conducted under Chief of Mission authority and by request of 
the appropriate regional bureau. Further information on these deployments, as w'ell 
as details on the number and type of staff deployed, and the fimding obligated to 
date for the deployment, is provided below and in the attached spreadsheet. 
Countries to which only USAID personnel deployed are noted as such. 
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Afghanistan : S/CRS’s involvement in Afghanistan dates back to 2007. Since 
then, more than 140 Civilian Response Corps members from seven different 
agencies and S/CRS personnel have deployed to Afghanistan in support of the 
President’s Strategy for Afghanistan and Pakistan. A summarj' of the various 
fiscal year 2010 and 201 1 deployments follows: 

Civilian-Military Plans and Assessments Sub-Section (CIVIPASS): Personnel staff 
and lead Embassy Kabul’s planning office, coordinating and integrating civilian- 
military efforts to inform decision making and realize progress towards strategic 
goals. CMPASS led the development, implementation, progress monitoring, and 
revision of the Integrated Civilian-Military Campaign Plan; coordinated Mission 
preparations for two bi-annual “Rehearsal of Concept Drills;” and coordinated the 
development of civilian-military sector strategies by 13 national level working 
groups. 

Afghan National Development Strategy (ANDS) : S/CRS’s Senior Advisors to the 
Afghan Government’s Ministry of Finance develop and implement the ANDS in 
the priority areas of Governance, Agriculture and Rural Development, Economic 
and Infrastructure Development, and Human Resource Development. These 
efforts were instrumental in the development of the ministerial ‘clusters’ program 
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that rationalized Afghanistan’s development priorities, furthering the Afghanistan 
government’s efforts to develop and implement the ANDS. 

Interagency Provincial Affairs (IPA) : Personnel provided sub-national governance 
planning support, including sequencing of District Development Programs in 
designated “critical” districts, and force flow planning for the civilian uplift. 
Personnel also work with CMPASS to facilitate operational and tactical planning, 
as well as ensuring the sub-national perspective is incorporated into the Integrated 
Civilian-Military Campaign Plan. 

Regional Platforms East, South and Southwest : Personnel are located at each 
platform to support sub-national integration and civilian-military planning, playing 
a key role in designing and providing best practices to the civilian “uplift” and the 
conceptual framework for the “District Support Teams.” Personnel ensure the 
civilian perspective and activities are represented within various military plans. 
They also support the e,xecution of the Integrated Civilian-Military Campaign Plan, 
and the development and execution of sub-national transition plans. 
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Elections : Personnel provided planning, political reporting and logistics support to 
Embassy Kabul during the 2010 Parliamentary elections, augmenting Political 
Section efforts to maximize elections monitoring. 

C ombined Joint Intera ge ncy Task Force fCJIATF)-43 5: Personnel provide 
counter-terrorism prosecutorial expertise and mentorship to military and Afghan 
counterparts, advise the military on best practices for correction facilities, and lead 
key reintegration programs for detainees, minimizing the likelihood of returning to 
the insurgency following their release. 

Interagency Planning and Implementation Team (IPITI : Personnel provide general 
planning capacity, as well as interagency expertise to perform assessments on Rule 
of Law (ROL) projects, develop plans to increase Afghan ROL capacity, and 
mentor Afghan officials. Efforts are improving the U.S. government’s capabilities 
to collect and evaluate ROL information and plan how to affect improved ROL at 
the local level. 

Border Management Task Force (BMTF) : Personnel are training and assisting in 
effective border operations that facilitate commerce, mitigate corruption and 
insurgency, and facilitate civilian-military cooperation in border operations within 
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three Regional Platforms. Efforts have improved the Afghanistan government’s 
border operations and increased their revenues. 

Judicial Security Planning : Personnel conduct Judicial Security planning and 
assessments to improve the security of Afghanistan’s judicial representatives, 
specifically judges and prosecutors serving outside of Kabul. Efforts are 
improving the Afghanistan government’s ability to deliver judicial services. 

Information Operations : An S/CRS Tiger Team assisted Embassy Kabul in 
standing up a Strategic Communications office focused on countering extremist 
voices; increasing Afghanistan’s communication capacity; expanding its telecom, 
radio, and television infrastructure; and developing a strategic communications 
plan. A follow-on mission is currently providing telecommunications and program 
management expertise for execution of a cellular communications tower program, 
which will further the Embassy’s strategic communications objectives. 

Information Contin uity: An S/CRS Tiger Team provided planning and facilitation 
capabilities to Embassy Kabul in fiscal year 2010, and will again in fiscal year 
201 1, to assist with implementing a process to capture knowledge from departing 
Embassy personnel for transfer to incoming personnel. Efforts improved the 
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indoctrination of newly reporting Embassy personnel thereby reducing lost 
productivity during transitions. 

Bangladesh : Personnel conducted conflict assessment and planning efforts that 
led to development of a three-year whole-of-government strategic plan for the 
Embassy. The plan included the establishment of four interagency working groups 
aligned with the strategic objectives of the plan, and the creation of an ongoing 
monitoring and evaluation system to keep the Embassy focused on whole-of- 
government approaches, which enabled improved coordination, accountability and 
decision-making, and makes assessment and planning a regular part of normal 
Embassy operations. 

Cambodia; (USAID) A democracy specialist in Security Sector Reform 
participated in an interagency assessment in light of the post-conflict environment 
focusing on conflict management and mitigation in the region. 

Cameroon: (USAID) A CRC-A civil society expert assisted USAID in meeting 
with civil society organizations and conducted a mini assessment of in-country 
needs and local capacity and wrote a program description for an eventual 


procurement. 
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Central Africa Republic (CAR) : Personnel developed a strategic plan based on a 
conflict assessment and analysis that included the role of the Lord’s Resistance 
Army (LRA) in fostering regional instability in East-Central Africa including 
C AR, South Sudan, and the Democratic Republic of Congo, Personnel traveled 
throughout CAR and interviewed hundreds of the local population to ascertain 
present and potential causes of instability. Results helped inform the larger 
country and regional strategy for combating the LRA. 

Chad ; Personnel supported two key issues: Chad’s preparations for an upcoming 
national elections and the peacekeeping mandate renewal (or nonrenewal) of the 
United Nations Mission in the Central African Republic and Chad. These events 
had and continue to have critical implications for the Government of Chad’s efforts 
to improve national governance and contribute to regional stability, In supporting 
the Embassy’s preparation for these events, personnel provided an ongoing 
assessment of Chadian political atmospherics, as well as the development of 
proposals for U.S, policy towards and technical assistance to the Government of 


Chad. 
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Democratic Republic of Congo (PRC) : Personnel conducted assessments of 
five areas for collaboration with the Government of the DRC that had been 
identified as priorities by Secretary Clinton during her visit to the DRC in August 
2009. The five areas were: Economic Governance; Anti -Corruption; Food 
Security; Sexual and Gender-Based Violence, and Security Sector Reform. 
Personnel addressed these issues through a comprehensive assessment of each 
priority area and developed frameworks for action and strategies for 
implementation. These assessments support the U.S. engagement with DRC 
through a whole-of-government approach. 

In response to a request from the European Union (EIJ), S/CRS seconded a staff 
member to the EU Advisory and Assistance Mission for Security Reform (EUSEC) 
in the DRC, which focuses on security sector reform specifically aimed at 
integrating the Congolese army and assisting in the establishment of an efficient 
administrative structure for the Armed Forces of the DRC (FARDC). This 
deployment fosters better coordinated international efforts to reform DRC’s 
security forces, inhibits Congolese tendencies to play donors against each other, 
and ensures EU support for and coordination with security sector reform 


initiatives. 
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Ecuador : Personnel conducted an assessment of potentially destabilizing issues in 
the Northern Border region of Ecuador. The assessment served as the basis for a 
successfi-il 1 207 proposal for fiscal year 201 0, reflecting agreement on the part of 
the Government of Ecuador to establish a greater security and civilian presence 
along the border with Colombia fostering activities in business development and 
social sector support. It also informed a shift in USAID programming, placing 
more emphasis on activities which promote economic opportunities in the troubled 
Esmeraldas and Sucumbios provinces. Additionally, the report contributed to the 
decision to make stabilization of the Northern Border the primary objective of 
IJSAID/Ecuador’s six-year strategy from 2012 to 2017. 

Guatemala : A U.S. Marshal provided assistance to the Embassy on a stabilization 
program in Coban, Alto Verapaz, a conflictive and fragile province, where 
rebuilding rule of law institutions is a major initiative. Activities undertaken 
helped strengthen the Government of Guatemala’s presence in the area, assisted in 
increased security measures for the new Justice Center in Coban, and lay the 
foundation for improved judicial center operations. 

Haiti : In response to the need for post-earthquake reconstruction, 30 personnel 
deployed to Haiti over the course of 20 1 0. Support was provided to the Joint Task 
Force-Haiti in Port-au-Prince and to U.S. Southern Command (SOUTHCOM) to 
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ensure integration of civilian and military planning. A Standby member was also 
detailed to the Clinton Bush Haiti Fund to assist with integrating private and 
business sector assistance with U.S. government priorities for reconstruction. 
Personnel were also mobilized to assist USAID with private donor coordination in 
Washington, including one detailed directly to SOUTHCOM headquarters. This 
helped to promote a more coordinated U.S. and international approach to post- 
earthquake assistance, avoiding unnecessary duplication and faster response to 
identified priority needs. 

At the request of the Office of the Special Coordinator for Haiti (S/HSC), 
personnel provided immediate short-term assistance to support U.S. government 
election monitoring priorities in Haiti, including serving as lead drafters for the 
Organization of American States’ technical team, and worked with the Embassy to 
prepare for and participate in the verification mission. These activities helped to 
ensure greater international visibility on these critical elections which served to 
reduce corruption and other abuses. A Rule of Law and Security Coordinator, who 
will travel frequently to Haiti, will also support S/HSC to help forge an effective 
partnersship among the multiple U.S. government participants in the overall rule of 
law and security arena, as well as to promote coordination with international 


donors and program implementers. 
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Iraq : In order to provide judicial security assistance to the Government of Iraq, 
U.S. Marshalls deployed to Embassy Baghdad to conduct security training for the 
Iraqi judiciary, who have been the subject to repeated terrorist attacks aimed at 
intimidating judges into releasing terrorists. 

Jamaica : (USAID) A Democracy specialist worked at the USAID mission in 
Security Sector design and implementation. Accomplishments included 
programming in the areas of anti-comiption, juvenile justice, and community 
policing/community security for Jamaica and the Caribbean Basin. 

Kazakhstan : (USAID) A CRC-Active contracting officer covers the 
programmatic needs of the vast region of Central Asia. He currently heads the 
regional acquisition and assistance office for USAID/Central Asia Region. 

Kenya : Personnel assisted in the drafting of final recommendations for internal 
affairs reform within the Kenyan National Police (KNP). The recommendations 
focus on policing professionalism and internal accountability aimed at improving 
the public perception of the KNP, which has suffered due to its involvement in 
post-election violence. 
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Kyrgyzstan : Over the course of the last year, 71 interagency personnel have 
deployed in support of the following lines of effort: 

Strategic Planning and Assistance Coordination : Personnel worked with Embassy 
staff to conduct an assessment that informed a Five-Year USG Strategic Plan for 
the Kyrgyz Republic {prior to overthrow of Bakiyev regime); a Six-Month Post- 
Bakiyev Stabilization Plan; and a Whole-of-Government Operational 
Implementation Plan for U.S. Foreign Assistance to the Kyrgyz Republic. 

Personnel have also worked to institutionalize the new innovative practices within 
the [Embassy and to transition its functions to Embassy personnel to ensure 
sustainability of efforts after S/CRS departs. 

Political Reporting ; Personnel provided surge political reporting support to southern 
Kyrgyzstan, specifically Osh, where the worst of the June 2010 ethnic violence 
occurred and where the Embassy had limited presence. Additionally, personnel 
closely monitored twelve sessions of the highest-profile prosecutions relating to the 
outbreak of inter-ethnic violence in June 2010; strengthened U.S. government 
relationships with local civil society groups on issues relating to women’s rights, 
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democracy, conflict prevention, and human rights; and assisted in the coordination 
and distribution of humanitarian aid with Manas Transit Center personnel. 

Temporary Assistance Coordination Unit (TACU): The TACU was a temporary U.S. 
office in the violence-wracked southern city of Osh established to provide logistical 
and reporting support to the Embassy and to Washington. The facility, which 
operated from September 21, 2010 - March 21, 201 1, was entirely established and 
staffed by S/CRS. The TACU significantly extended the U.S. government presence in 
the south allowing for improved coordination of U.S. foreign assistance, increased 
monitoring of inter-ethnic tensions, engagement in conflict prevention activities with 
local civil society groups, and provided observations of national and local elections. 

Conflict Prevention ; Personnel conducted a rigorous U.S. government interagency 
conflict assessment of southern Kyrgyzstan that is being integrated into the Embassy’s 
strategic planning and assistance coordination activities. Personnel also provided 
assistance with the design and development of specific conflict prevention programs 
utilizing fiscal year 2010 Section 1207 funds. Additionally, personnel are working 
with local civil society groups to develop conflict prevention awareness and activities. 
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Surge Support : Personnel provided surge support to both Embassy Bishkek and the 
Bishkek Organization for Security and Cooperation in Europe (OSCE) Mission in the 
areas of public diplomacy, election monitoring, police reform, and trade expertise as 
they moved to a crisis footing to address the aftermath of the Tulip Revolution and 
ethnic violence in the south that followed. 

Liberia : Following an interagency conflict assessment, personnel deployed to 
Liberia’s Ministry of Commerce and Industry to support a newly formed small and 
medium enterprise unit that works to stimulate job creation and ameliorate some of 
the social inequities that have driven Liberia’s conflict in the past. This deployment 
supports the Embassy’s larger efforts to enhance small and medium-size enterprise 
growth, strengthen the formal economy, and serves to strengthen the long-term 
relationship with the Government of Liberia. 

Mexico : At the request of INL, personnel are providing integrated assessment and 
strategic planning support to the Merida Initiative team in Mexico, with an 
emphasis on the development of a holistic, integrated strategy that will permit 
more efficient use of funding, improved performance measures, and better overall 
tracking and reporting of efforts to combat international drug trafficking, and 
increase justice sector reform in Mexico and other affected countries. 
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Nepal (USAID): As the political transition was underway and the country’s 
political parties, including the former Maoist rebels-tumed-political party, 
struggled to draft a new Constitution, a CRC member provided key assistance to 
the U.S. government’s support of the 2006 peace accord. The democracy specialist 
assessed reintegration, and management needs as well as liaising with necessary 
U.S. government and outside partners for implementation of reintegration 
programs for the ex-combatants of the region. 

Nicaragua : Personnel conducted an assessment to enhance the embassy’s 
understanding of the rising level of conflict, particularly in the run-up to the 
presidential elections. The assessment built upon a Washington-based seminar, 
which identified a number of gaps in the U.S. government’s collective 
understanding of the situation on the ground. The Embassy has used the results of 
the assessment to review their programs against key drivers and mitigators of 
conflict, inform their out-year foreign assistance request, and as the basis for a 
clear and consistent policy position and approach to the elections in November, 

Nigeria (USAID): A CRC democracy specialist focusing on Transitional Justice, 
assisted in USAID conflict program design and implementation of a project 
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entitled Tolerance aimed at addressing extremist sentiments in Northern Nigeria. 
The CRC expertise was necessary during the transition of other USAID personnel 
and for the continuity of key conflict and justice programs, 

Pakistan . Personnel supported Consulate General in Karachi with political 
reporting in the Swat Valley, providing much needed additional capacity to address 
stabilization efforts in that region of the country. Personnel also deployed to work 
with the Pakistani Government’s Ministry' of Food and Agriculture to improve 
national soil and w'ater management capabilities as part of the overall goal of 
increasing crop yield and productivity. Most recently, a counter-terrorism 
prosecution expert deployed to the Strategic Interagency Assistance Team in order 
to provide advice and support to Embassy Islamabad’s efforts to improve the 
Government of Pakistan’s ability to prosecute terrorism cases. 

Peru : (USAID) A democracy specialist supported reintegration efforts and 
Community Focused Reintegration (CFR) of ex-combatants after the conflict 
between the Government of Sri Lanka and the Liberation Tigers of Tamil. 
Activities included liaising with the Office of Transition Initiatives, the 
interagency and general humanitarian assistance projects. 
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Philippines : Personnel conducted an assessment in Mindanao, an island province 
with a violent separatist movement. Peace talks were about to resume and the 
Embassy wanted a deeper, current understanding of the situation to inform its own 
role in promoting a peaceful settlement. Personnel deployed to Manila and 
Mindanao. The insights into Mindanao’s conflict drivers - drawn from talking to a 
large cross-section of Mindanaon society - informed thinking about the U.S. 
government’s most positive possible role and messaging. The assessment also 
dispelled some misperceptions about the dynamics in Mindanao and identified a 
number of positive local factors that could be emphasized in order to mitigate 
conflict. 

Somalia : Personnel, with expertise in police, military, rule of law and intelligence 
analysis, supported a United Nations/European Union/U.S. security sector 
assessment of south-central Somalia. In addition to assessing the security system, 
personnel mapped formal and informal institutions/actors and identified donor 
activities, gaps and security sector assistance priorities, which helped inform the 
2010 international donors conference for Somalia. 

Sri Lanka : (USAID) A CRC attorney advisor worked as a Regional Legal 
Advisor providing support for the Regional Development Mission for Asia in 
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democracy, governance, and stability programs throughout Asia including Timor- 
Leste and Burma. Personnel outputs included providing legal advice to USAID 
Missions in Asia, particularly in the area of democracy and governance, on 
program design, procurement, implementation, and statutory restrictions on 
assistance. 

Sudan : S/CRS successfully developed the operational and logistic capacity to 
extend the reach of the U.S. government throughout Southern Sudan. Over 88 
personnel have deployed to date to engage in reporting, conflict assessment and 
prevention, national elections support and observation, and southern independence 
referendum support and observation. Personnel provided the diplomatic “eyes and 
ears” critical to the success of U.S. efforts in support of the referendum process. 
Activities have significantly increased engagement with the Government of 
Southern Sudan and international partners which has served to improve U.S. 
awareness and understanding of the complex conflict dynamics that cause 
instability in the south, including a recent focus o the motivations of the militia 
leaders and grievances of the local population. This work is informing the options 
for senior-level decision-making. Personnel continue to engage Southern 
Sudanese community leaders, connect government officials and the public, 
facilitate meetings between disputants, and provide an “early warning” capacity- 
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helping to focus either U.S. programmatic or policy attention on areas that are 
prone to instability. Personnel also led whole-of-govemment planning for pre-and 
post-referendum stability as well as contingency planning for intra-South violence, 
humanitarian crises, and protection of minorities. 

Tajikistan : Personnel facilitated discussions with Embassy Dushanbe on the conflict 
dynamics that relate to internal and regional stability. In addition, personnel provided 
oversight of the South and Central Asia Bureau’s Section 1207 projects, including 
travelling to the Tajikistan/ Afghanistan border to monitor the impact of the $10.8 
million fiscal year 2008 Section 1207 stabilization program. 

Thailand: (USAID) A CRC attorney advisor worked as a Regional Legal Advisor 
providing support for the Regional Development Mission in Asia in democracy, 
governance, and stability programs throughout Asia including Timor-Leste and 
Burma. Personnel outputs included providing legal advice to USAID Missions in 
Asia, particularly in the area of democracy and governance, on program design, 
procurement, implementation, and statutory restrictions on assistance. 

Timor-Leste : Personnel supported the implementation of the fiscal year 2010 
Timor-Leste 1207 project, including the development of the monitoring and 
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evaluation component, and conducted a baseline assessment of the current law 
enforcement capacity of the National Police of Timor-Leste and the overall 
security context in which it operates. The assessment also provided the Embassy 
with insights into areas where bilateral cooperation could be expanded in the 
security sector as the United Nations Mission in Timor-Leste and the Australian- 
led International Stabilization Force reduce their security presence and devolve 
security responsibilities to the Timorese authorities. 

Tunisia : Personnel deployed to surge Embassy Tunis’ reporting needs in the 
aftermath of the Jasmine Revolution and provide assistance coordination as 
programs rapidly increased in size and scope. Personnel also focused on the 
challenges of elections preparation and assistance efforts by helping manage 
activities related to Tunisia’s first democratic elections. 

Uganda : Personnel conducted a joint conflict assessment and planning effort in 
support of U.S. Mission Kampala. Through extensive interviews with Ugandan 
Government Officials, representatives of International organizations, ordinary 
Ugandan citizens, and Embassy staff, personnel helped to identify or flesh out 
underlying causes and drivers of potential conflict in Uganda, the mitigating 
factors, and opportunities for reducing the likelihood of conflict. The assessment 
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has been used to inform the Country Development Cooperation Strategy, USAID 
conflict programming, diplomatic efforts, and planning around key windows of 
vulnerability, 

Yemen : In 2010, personnel deployed to conduct a conflict assessment and whole- 
of-government planning process that generated a better and shared understanding 
across the U.S. government of the causes of instability in Yemen and how to 
address them. The plan and a subsequent operational planning effort thaClinked 
high-level policy goals set forth by the National Security Council with coordinated 
action in Yemen in order to address both short-term security challenges and 
longer-tenn socio-economic issues. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Kay Granger (22a) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10, 2011 


Question : 

How does the State Department work with the Cultural Property Advisory 
Committee (CPAC) to ensure a balanced and transparent process, in line with the 
Cultural Property Implementation Act? 

Answer : 

Balance : The Convention on Cultural Property Implementation Act (the 
Act) (22 U.S.C. § 2601 etseq.) provides for “fair representation” on CPAC ( or 
the Committee). Pursuant to Section 2605(b), the Committee shall be composed 
of eleven members appointed by the President as follows: (A) two members 
representing the interests of museums; (B) three members who shall be experts in 
the fields of archaeology, anthropology, ethnology, or related areas; (C) three 
members who shall be experts in the international sale of archaeological, 
ethnological, and other cultural property, and (D) three members who shall 
represent the interests of the general public. Appointments to the Committee are 
handled by the Office of Presidential Personnel, which identifies, vets, and 


appoints individuals to each of these categories. 
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Transparency : Although the Committee, as constituted by law, represents 
designated interested segments of the public as described above, the Committee 
invites written public comment, and holds public sessions at each of its meetings to 
hear oral comment, from outside interested parties. 

That said, the Act provides that the provisions of the Federal Advisory 
Committee Act (Public Law 92-463; 5 U.S.C. Appendix) (FACA) shall apply to 
the Committee, except that the requirement of subsections (a) and (b) of FACA 
Sections 10 and 1 1 (relating to open meetings, public notice, public participation, 
and public availability of documents) ''''shall not apply to the Committee, whenever 
and to the extent it is determined by the President or his designee that the 
disclosure of matters involved in the Committee 's proceedings would compromise 
the Government 's negotiating objectives or bargaining positions on the 
negotiations of any agreement authorized by this title" (19 U.S.C, § 2606 (h)). 
The applicability of this exemption has been reviewed by the Office of Legal 
Counsel of the Department of Justice and affirmed in recent decisions of both the 
D.C. district court {Ancient Coin Collectors Guild v. U.S. Dep’t of State, 673 F. 
Supp. 2d 1 (D.D.C. 2009) and the Court of Appeals for the D.C. Circuit {Ancient 
Coin Collectors Guild v. U.S. Dep’t of State, No. 09-5439 (D.C. Cir. 2011) 
(petition for pane! rehearing pending). 



122 


Questions for the Record 

Submitted to Secretary of State Hillary Rodham Clinton by 
Representative Kay Granger (22b) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10, 2011 


Question : 

Do Memoranda of Understanding on cultural activities have the approval of the 
CPAC? 


Answer : 

The Committee has no authority to negotiate or approve cultural property 
Memoranda of Understanding (MOUs) with other countries. It is the 
constitutional responsibility of the President (delegated to the Secretary of State) to 
negotiate such MOUs with foreign governments. Pursuant to Section 306(f) of the 
Act, the Committee is to make recommendations as to whether an MOU should be 
entered into and, if so, what terms and conditions the Committee considers 
necessary and appropriate to include. The recommendations of the Committee are 
taken into account by the Department pursuant to Section 303(f)(3) of tire Act. 

In the negotiating process, and to the extent practicable most of the Committee’s 
recommendations have been reflected in agreements that are concluded, but they 
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need not always be, by virtue of the discretion vested in the Secretary in the 
conduct of those negotiations. 
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Questions for the Record Submitted to 
Secretary of State Hillary Clinton by 
Representative Nita Lowey (la-c) 
Subcommittee on Foreign Operations 
House Committee on Appropriations 
March 10,2011 


Question : 

1 a) Family Planning funding: The CR passed by the House caps family 
planning and reproductive health funding at $440 million, which is a cut of 
$208 million from the fiscal year 2010 level and $185.5 million less than the 
2012 request. The CR also contains language codifying the Mexico City Policy 
and bans funding for the United Nations Population Fund (UNFPA). 

What effect would a similar reduction in funding in 2012 mean to basic - and 
often life-saving - health care for millions of women? 

o What would a commensurate cut do to maternal and infant mortality? 


Answer ; 

The USG has been an international leader in family planning for more than 40 
years and exerts strong technical leadership in this area. In FY 2010, a total of 
$648.5 million was appropriated for U.S. assistance for family planning and 
reproductive health (FP/RH) programs. 

The FY 201 1 Continuing Resolution appropriated $615 million for the same 
purpose; the bill does not contain language codifying the Mexico City Policy nor 
banning funds for UNFPA. 



125 


The FY 2012 request for U.S. international family planning and reproductive 

health assistance is $72 1 .6 million. If this funding were capped at $440 million, it 

would have an immediate and lasting harmful impact on women and families in the 

poorest countries of the world. The immediate impact would result in: 

o 13.4 million fewer women and couples receiving contraceptive 
services and supplies; 

o 4.2 million more unintended pregnancies, including 800,000 more 
unplanned births; 
o 1 .7 million more abortions; 
o 1 1 ,690 more maternal deaths; 
o 1.4 million years of healthy life (DALYs) lost; and 
o 53,440 more children losing their mother. 


These negative consequences w'ould be incun-ed on top of the impacts of the FY 
2011 funding level for family planning and reproductive health. 

In addition, reducing the budget for international FP/RII assistance would 

have the following severe negative impacts such as: 

o Delaying ongoing contraceptive technology development and trials, 
creating delays in the availability of improved contraceptive methods; 
o Reducing the number of new health workers trained in family 
planning counseling and provision and current providers receiving 
refresher training, compromising informed choice for clients; 
o Reducing the amount of technical assistance to build the capacity of 
USAID public and private sector FP/RH partners at the country level, 
hindering program quality, country ownership, and long-term 
sustainability; 

o Slowing the development of private-sector partnerships, reducing FP 
access and placing additional burdens on already overstretched public 
sector systems to meet the FP needs of clients who can afford to pay; 
and 
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o Hindering partnerships with other donors, as they would lose the 
ability to draw on USAID’s technical leadership and expertise in this 
arena. 
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Questions for the Record Submitted to 
Secretary of State Hillary Clinton by 
Representative Nita Lowey 
Subcommittee on Foreign Operations 
House Committee on Appropriations 
March 10,2011 


Question : 

lb) What effect does the global gag rule have on the President’s integrated 
global health strategy? 

o What would be the effect on high need countries in Africa and south 
Asia? 


Answer : 

Any reinstatement of the Mexico City Policy (also known as the “global gag 
rule”) is unnecessary and would damage our efforts to promote international family 
planning assistance. It would go beyond existing U.S. law and force the United 
States to withhold critical family planning assistance from non-govemmenta! 
organizations with expertise, capacity, and proven track records on supporting 
women’s health around the globe. 


President Obama issued a Presidential Memorandum rescinding the Mexico 
City Policy (MCP) on Januaiy 23, 2009, noting that its provisions are 
“unnecessarily broad and unwarranted under current law, and. . .have undermined 
efforts to promote sate and effective voluntaiy family planning.” Secretary 
Clinton expressed strong support for the President’s rescission of MCP in January 
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2009, noting that MCP had “prevented women from around the world from gaining 
access to essential information and health care services.” 

A core objective of the GHI is to improve health outcomes among women 
and girls, both for their own sake and because of the centrality of women to the 
health of their families and communities. 

The ability of mothers to access health-related knowledge and services is 
fundamental to the health of their families. Over the long term, the health of 
women acts as a positive multiplier, leading to healthier future generations and 
benefiting social and economic development. 

Reinstating the MCP would severely erode the recent progress we have 
made on maternal and child health and access to family planning services. Instead 
of making it more difficult for women to access quality care, we should be 
supporting programs that help women and their partners make decisions to ensure 
their health and the health of their families. 

Re-imposition of the Mexico City Policy would prevent USAID from 
working with some of the most experienced and qualified family planning 
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providers and organizations working at the grassroots level to meet the growing 
demand for voluntary, safe family planning and other critical health services. Our 
support to these local organizations ensures the greatest impact and promotes 
sustainability of our programs, especially in countries with the highest need, which 
are predominantly in Africa and South Asia. 

For example, USAID re-engaged as a full partner with International Centre 
for Diamheal Disease Research, Bangladesh to address the positive effects of 
family planning use on the reduction of maternal mortality. With USAID support, 
the iastitution will help the Ministry of Health develop and introduce lifesaving 
technologies and approaches as well as facilitate the use of data for decision 
making and establish national health monitoring and evaluation systems. 
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Questions for the Record Submitted to 
Secretary of State Hillary Clinton by 
Representative Nita Lowcy 
Subcommittee on Foreign Operations 
House Committee on Appropriations 
March 10,2011 


Question : 

Ic) What does the total ban on UNFPA funding do to reproductive health 
care? 

o What effect would there be in the nearly 1 50 countries that UNFPA 
has programs? 


Answer ; 

The FY 201 1 Full-Year Continuing Appropriations Act earmarks $40 
million for UNFPA. UNFPA is the largest multilateral provider of family planning 
and reproductive health information and services and cun'ently has programs in 
nearly 1 50 countries. UNFPA contributes to the achievement of the U.S. 
government’s goals of increasing the percentage of women using a modern method 
of family planning, in order to reduce unintended pregnancies and reliance on 


abortion. 
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The U.S. government’s partnership with UNFPA leverages flinds for health 
programs and extends the reach of USG support to a number of countries where 
USAID does not have programs. 

The United States has always been at the forefront of ensuring access to 
reproductive health and family planning for women around the world. We know 
that support for family planning has a multiplier effect and as a result, women, 
families and communities become stronger. Women are healthier and better able 
to care for their children, access to education and economic opportunities are 
expanded, and families and societies thrive. I'he United States is one of UNFPA’s 
largest donors. When U.S. funding for UNFPA was not provided under the 
previous Administrations, other donors stepped in to fill a portion of the gap. 
However, the negative impact on our reputation and commitment is difficult to 
overcome. The inconsistency in support of family planning sends a message to the 
world that we do not value women’s health and empowerment, when in fact the 
opposite is true. The United States must uphold our leadership position in this area 
through increased funding and support for programs that we know are beneficial to 


the women and the world. 
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Question for the Record Submitted to 
Secretary of State Hillary Clinton by 
Representative Nita Lowey (#2a) 
Subcommittee on Foreign Operations 
House Committee on Appropriations 
March 10, 2011 

Global Health Funding 


Question : 

The FY 2012 budget requests $8.7 billion for the Global Health and Child 
Survival account and provides significant increases for all global health 
programs. The Global Health Initiative implementation plan begins to lay 
the framework for a more integrated and effective program. The budget also 
responds to a long-standing concern of this Committee by providing 
significant resources to global health programs other than HIV/AIDS. 

• Can you explain how these additional maternal and child health 
and family planning resources will be programmed? 
o I low will USAID and the State Department ensure that they are 
being used in the most efficient and effective manner? 


Answer : 

The additional FY 2012 budget request for the Global Health and 
Child Survival account for maternal and child health, and family planning 
will be programmed toward countries that have the highest need, 
demonstrable commitment to achieving sustainable health impacts, and 
present the greatest potential to leverage USG programs and platforms, as 
well as those of other partners and donors. The resources will sharpen the 
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focus on 24 countries, where the great majority of maternal deaths, under- 
five deaths and unintended pregnancies occur. 

USAID and the State Department will ensure that our resources are 
used in the most efficient and effective manner through an effort called 
BEST (Best Practices at Scale in the Home, Community and Facilities; An 
Action Plan for Integrated Programming in Family Planning, Maternal and 
Child Health and Nutrition). USAID is finishing the development of 5-year 
BEST action plans for family planning, maternal and child health, and 
nutrition in 28 individual countries to ensure that USAID wall focus on state- 
of-the-art, evidence-based programming under the Global Health Initiative. 
These action plans will serve as the cornerstone for “smart” integration of 
USAID family planning, MCH, and nutrition investments — mapped to in- 
country high-impact activities and health systems strengthening by 
ministries of health and other stakeholders. 

With BEST, expanded access and scale-up for interventions (e.g., 
family planning, emergency obstetric care or magnesium sulfate) will 
continue. This w'il! be linked with targeting of low-performing districts and 
sub-districts, strengthening of community clinics and community 
engagement, and greater reliance on demand-side financing. 



134 


The FY 2012 budget request will build on past successes. For 
example, in Bangladesh, USAID recently supported a national survey that 
reported a 40 percent decline in maternal mortality ~ from 322 to 194 per 
100,000 live births between 2001 and 2010. A variety of factors led to this 
decline: care-seeking for maternal complications increased; delivery by 
medically trained providers doubled; institutional delivery increased; and 
exposure to high-risk pregnancies declined. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Nita Lowey (#2c) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10, 2011 


Question: 


On HIV/ AIDS, many are concerned that the funding provided will not allow for 
the needed flexibility to both continue our commitment to AIDS treatment as well 
as expand prevention programs. Can you detail how both these goals will be 
reached? 

Answer: 


PEPFAR is committed to enabling the entire HIV/AIDS response - 
prevention, care and treatment - in the countries where we work. However, 
reductions in funding result in diminished flexibility to address HIV at the global 
level. PEPFAR is working within the context of its budget to ensure that its 
prevention, care and treatment efforts respond to the country context and need. 


In FY 2010 the U.S. supported life-saving antiretroviral treatment for more 
than 3.2 million people, keeping us on track to reach our goal of directly- 
supporting more than 4 million people on treatment. By increasing our reliance on 
generic drugs and finding cheaper ways to move commodities to PEPFAR 
programs, and by engaging in studies to better understand costs, we are identifying 
and implementing greater efficiencies. 
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PEPFAR’s prevention programs are working to scale up interventions with 
the strongest evidence base and the largest impact on new infections, particularly 
among populations most at risk. Behavioral interventions shape the context for all 
prevention and treatment programs - e.g. media and community-based activities to 
increase awareness, create demand, and support prevention and treatment 
interventions. PEPFAR is also working to expand prevention of mother-to-child- 
transmission (PMTCT). These activities will ideally be integrated with as 
antenatal care to support broader goals for maternal and child health. Furthermore, 
PEPFAR is leading the effort to advance rapid scale-up of voluntary medical male 
circumcision (VMMC), which has the ability to save both an extraordinary number 
of lives and a remarkable amount of money - which in turn allows us to save more 
lives. 

With a focus on increasing impact and efficiency, PEPFAR programs seek 
to stretch limited dollars further in order to reach as many affected people as 
possible, while saving the maximum number of lives. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Nita Lowey (#2d) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10,2011 


Question : 

It has been reported that large sums PEPFAR funding has been obligated to 
countries, but has not yet been expended or put on contract with local NGO’s. Is 
this true? Please provide a list of obligations of funding by program, project and 
activity. This list should include the fiscal year the funds vvere appropriated and 
the country the funds were allocated to. 

Answer : 

As of the first quarter of Fiscal Year (FY) 2011, about 85 percent of the total 
the Global Health and Child Survival (GHCS)-State appropriation to PEPFAR 
from FY 2008-2010 is obligated. The total GHCS-State carryover is about $2.4 
billion. The remaining amounts that have not been obligated have a planned 
purpose to support the PEPFAR program, and the majority of the canyover 
balance will be obligated by the third quarter of FY 201 1. PEPFAR is taking steps 
to facilitate future budget planning and execution processes and to improve agency 
obligation times, with the aim of easier coordination with partner govemmciits and 
implementers. 
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The recent growth in the PEPFAR carryover reflects the program’s 
continued commitment to Partnership Frameworks (PFs), five-year joint strategies 
for HIV/AIDS programming negotiated with partner governments, with the goal of 
strengthening the commitment and capacity of governments in the fight against 
HIV/AIDS. PFs are designed to embrace the principles of country ownership, 
sustainability, engagement with civil society, and integration of HIV/AIDS into a 
broader health and development agenda — priorities that may not disburse as 
quickly as direct service delivery. PFs have been incrementally approved and 
signed, resulting in the incremental approval, transfer, and expenditure of PF funds 
for countries. To date, approximately $700 million in FY 2008-2010 planned 
resources has been associated with 21 signed PFs. 

A related factor has been delays associated with the procurement process as 
certain programs shift to local partners as part of PEPFAR’s move towards country 
ownership. A “TBD” is an outstanding contracting action in the field in which 
funds have been notified to a USG agency to carry out a specific program area of 
work, such as orphan support However, although the area of activity has been 
defined, the procurement process and the partner have not been identified. The 
ability of agencies to obligate funding is dependent upon the identification of 
implementing partners. 
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In addition, where possible, PEPFAR is promoting transition of service 
delivery responsibility to the local level, supporting leadership by governments and 
indigenous non-governmental organizations. Procurement reforms and capacity 
building take time, as steps to ensure continued quality are needed to prepare for 
successful transitions. 

We very much share the concern that we move all our money to programs 
efficiently and responsibly. PEPFAR has prioritized this issue and continues to 
aggressively analyze unobligated balances across the entire program. We will 
continue to share our analysis with Congressional stakeholders in our upcoming 
quarterly reporting. 



PEFFAR Summary FinandaJ Status Bv Countrv ActivI 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Nita Lowey (#3) 

House Committee on Appropriations, Subcommittee on State, Foreign 
Operations and Related Programs 
March 10, 2011 


Question : 


Overseas Contingency Operations (OCO) v. Core Funding: This Committee 
is also aware of the national security requirements associated with Overseas 
Contingency Operations in the “front line” states of Afghanistan, Pakistan 
and Iraq; however, I am concerned about the effect this separate request of 
$8.7 billion will have on non-OCO activities. 

• By splitting the Core or “Enduring” activities away from Overseas 
Contingency Operations funding, are you saying that the core 
budget is not as vital to our national security? 

• Are activities to stabilize conflict zones; expand global markets; 
respond to humanitarian crises; counter extremism; and protect 
American citizens overseas or Core activities less important than 
the front line states? 

• Is the Administration moving away from including the regular 
operating and assistance costs in front line states in the annual 
budget request? 

• What is your response to the critique that separating funding for 
the front line states is a retreat from the commitment to regularize 
costs and a return to the flawed budget policies of the past? 

• What will happen to Core activities if the Congress provides you 
with your full Overseas Contingency Operations request but is 
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within an overall funding level similar to that passed by the House 
in the CR? 

Answer : 

Together, the Department of State and USATD Core and Overseas 
Contingency Operations (OCO) FY 2012 requests of $47.0 billion and $8.7 
billion, respectively, are vital to achieving our national security objectives 
worldwide. The Administration has designated our entire budget, both Core 
and OCO, as part of the broader, government- wide national security budget. 

Our Core budget is just as essential to our national security as our 
efforts in the frontline states of Afghanistan, Pakistan and Iraq. It protects 
Americans abroad, secures our borders at home, mitigates the spread of 
infectious diseases, responds to humanitarian crises, and counters 
transnational threats including terrorism, drug trafficking, and nuclear 
proliferation. Our assistance programs foster stability in almost every nation 
of the world. This core diplomatic and development work is critical to 
ensuring that troubled regions do not devolve into crises similar to those in 
the frontline states that require a more robust, and thus more expensive, 
response. 

The Department’s FY 2012 Core request also includes $5.3 billion to 
sustain our lasting diplomatic presence and assistance programs in the front 
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line states. F'or example, the enduring request for Afghanistan and Pakistan 
supports long-term programs, permanent facilities, and staffing at the level 
prior to the significant increase in civilian staff. Health and education aid 
programs in Afghanistan fall under the Core program because they are 
cornerstone investments that will ensure a stable and productive society, but 
also build the capacity of the Afghan government to provide these services 
independently. 

By requesting OCO in a separate title, the Department seeks to be 
fully transparent about the exceptional and temporary resource demands of 
operating in frontline states. The OCO budget specifically supports the 
transition from military to civilian leadership in Iraq and civilian 
counterinsurgency efforts in Afghanistan and Pakistan. These costs should 
ebb over time as the political and security situations change in these 
countries. The StateAJSAID OCO request rationalizes contingency 
operations costs by applying the same treatment to both military and civilian 
operations in the fi-ontline states. OCO also protects the integrity of our 
Core budget; by requesting extraordinary State/IJSAID funding for the 
frontline states in an OCO budget we are ensuring that these temporary costs 
do not crowd out our essential day-to-day operations. In no way does OCO 



144 


diminish the importance of ongoing State/USAID functions that advance our 
national security. 

The OCO approach is in line with the President’s commitment to 
regularize costs and present a thorouglt accounting of the Department’s 
budget requirements. Instead of relying on off-budget supplemental requests 
to fund our extraordinary costs, we are making our request through the 
regular appropriations process. By splitting costs into Core and OCO 
budgets, we provide a clear accounting of our regular, base costs associated 
with enduring partnerships with these countries, as compared to the 
extraordinary, temporary costs of operating in the frontline states. 

Finally, we stress that both are equally important to our national 
security. Reducing funding for our Core request to provide the full 
resources for our OCO budget would seriously hinder our broader world- 
wide national security mission. We believe there should not be a tradeoff 
between the two given the importance of the activities they support. 
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Questions for the Record Submitted to 
Secretary of State Hillary Clinton by 
Representative Nita Lowey (4a-c) 
Subcommittee on Foreign Operations 
House Committee on Appropriations 
March 10, 2011 


4a - Question : 

Mexico Political Commitment and Weapons Trafficking: The budget 
request includes $506.9 million for counterdrug and anti-crime initiatives to 
continue the war against gangs and criminal organizations in Mexico, 

Central America, and the Caribbean. What happens after President Calderon 
leaves office? 

Answer : 

As President Obama has said, the United States has a shared 
responsibility with Mexico to combat organized crime and drug trafficking. 
Demand For illicit drugs in the United States and the supply of U.S. arms and 
cash all fuel the drug trafficking conflicts and violence we see occun'ing, 
especially along the border. 


The United States remains committed to supporting the Mexican 
government’s bold efforts to go after the cartels and organized crime, as well 
as the corruption they generate. The U.S.-Mexico bilateral relationship is 
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strong, and will continue as the government of Mexico makes a democratic 
transition to a new administration in December 2012. 

4b -Question : 

Is the Mexican government institutionalizing the political commitment and 
capacity shown by President Calderon? 

Answer : 

President Calderon and his government have chosen to address the 
challenges posed by transnational criminal organizations and corruption. In 
the process, Calderon seeks to strengthen the institutions of a democratic 
state. His government has taken major steps, including professionalizing its 
police forces, in.stituting corruption initiatives, and establishing long-term 
judicial reforms. Mexico’s leadership is committed to the refonn and 
renewal of those institutions. 

4c - Question : 

How do we ensure that the progress being made today continues with the 
change in political leadership? 

Answer : 

Our relationship is based on multi-layered institutional, economic, 
social, and cultural links that persist and evolve. Our vita! relationship 
involves every U.S. cabinet agency, and we are now more committed than 
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ever to closely collaborating as partners to achieve security and prosperity 
for citizens of both our countries. The unprecedented level of cooperation 
between U.S. federal law enforcement agencies and the Department of State 
with the Mexican government has made an important contribution to 
Mexico’s ability to apprehend leaders of transnational criminal organizations 
and to counter the threat to both Mexico and the United States. We intend to 
sustain this level of cooperation. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Nita M. Lowey (4d - 4g) 

Subcommittee on State, Foreign Operations, and Related Programs 
House Committee on Appropriations 
March 10,2011 


4d - Question : 

To what extent are arms trafficked from the United States into Mexico, and then 
further trafficked to Central America? 

Answer : 

Information acquired through Bureau of Alcohol, Tobacco, Firearms and 
Explosives (ATF) small arms assessments (2010-201 1), nascent comprehensive 
firearms tracing programs, and other agency information indicates that firearms are 
not routinely trafficked from the United States through Mexico to other Central 
American countries. Instead, studies suggest that firearms illegally trafficked from 
the United States to Central America are typically trafficked directly to Central 
American countries rather than via a third country. I'o a lesser extent, some 
firearms are then trafficked into Mexico from Guatemala and Belize. 

4e - Question : 

What cooperation exists between Central American, Mexican, and United States 
officials to address this problem? 
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Answer : 

We have seen significant efforts by the region’s leaders to develop 
comprehensive plans of action to address their most pressing threats to citizen 
security. States in the region are working together through the Organization of 
American States (OAS) to implement policies and programs to combat small arms 
trafficking. In particular, we are helping the Central American states secure their 
national stockpiles, destroy excess national stocks and secure their borders. 
Through the Central America Regional Security Initiative (CARSI) and our 
engagement in the region, we continue to stress the importance of effective 
coordination of law enforcement and rule of law efforts. 

Mexico has significant operational experience it can share with its Central 
American neighbors as it continues to battle the transnational drag trafficking 
organizations that are operating in the countiy. We are consulting with Mexico to 
see how they can best support the Central American states. 

Mexico is also continuing to discuss issues of mutual concern with Central 
American diplomatic and law enforcement representatives in the areas of border 
security, narcotics and arms trafficking, and transnational gangs. 

4f - Question : 

How is the Merida program addressing issues regarding illicit transfer of weapons 
from the United States to Mexico? 


Answer: 



150 


We are improving cooperation with Mexico under the Merida initiative, and 
more aggressively pursuing illegal gunranners operating in the United States, We 
recognize this is a shared challenge that requires continued commitment and 
increased cooperation by both our governments. 

The President’s border security supplemental directs $37.5 million to The 
Bureau of Alcohol, Tobacco, Firearms and Explosives (ATF) for Project 
Gunrunner, a comprehensive firearms trafficking strategy to disrupt the illegal flow 
of firearms into Mexico. 

In October 2010, Mexico and the U.S. signed a memorandum of agreement 
expanding the use of eTrace, a weapons tracing system, in Mexico and training 
Mexican officials throughout the countt 7 . This will generate better intelligence 
and stronger gun trafficking cases. 

4g - Question ; 

What more can Congress do to help stop this trade in weapons that is arming the 
criminal drug organizations in Mexico? 

Answer : 

We appreciate Congressional support for our efforts to combat organized 
crime, including the illegal trafficking of guns. We continue to address these 
is.sues with our Mexican diplomatic counterparts and are exploring ways in which 


we can do more. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Nita M. Lowey (#5) 

Subcommittee on State, Foreign Operations, and Related Programs 
House Committee on Appropriations 
March 10, 2011 


Question : 

Iraq: Amidst the current unrest across the Middle East, 1 have been particularly 
troubled by the protests and related violence in Iraq. Protests in Baghdad have 
been violent, with dozens of protestors wounded and several killed. Iraq’s largest 
oil refinery has been attacked and crippled, which will lead to serious oil shortages 
throughout the country. The Washington Post recently reported that 300 
journalists, artists, and lawy^ers were detained by security forces in Baghdad in “an 
operation to intimidate Baghdad intellectuals who hold sway over popular 
opinion.” 

1) What do tliese protests mean for the U.S. operation in Iraq? 

Answer: 


Iraqis have exercised their Constitutional rights to freedom of assembly and 
expression across the country. The protests in Iraq have been more locally based 
and focused on the national, regional, and provincial governments’ inability to 
deliver basic services .such as reliable electricity, water, and health care. Iraqi 
leaders have shown that they understand the importance of being responsive to 
their citizens, especially given the regional context. Prime Minister Maliki and 
other Iraqi leaders have pledged to improve services, root out corruption, and 
respond to the demands of the Iraqi people. Through the bilateral U.S.-Iraq 
Strategic Framework Agreement (SFA), we will continue to build a long-term 
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partnership with Iraq to support and strengthen health care, education, good 
governance and other important initiatives aimed at helping the Iraqi people. 

The State Department is on track to complete the transition from a military 
dominated relationship to a civilian-led effort successfully and on time, achieving 
initial operating capability by October 1, 201 1, ahead of the completion of the 
responsible drawdown of IJ.S. military forces to December 31 , 2011. This process 
has included daily involvement of both the State and Defense Departments’ 

Deputy Secretaries and close coordination between Washington and our colleagues 
at Embassy Baghdad and with U.S. Forces-lraq. We continue to work daily with 
the Department of Defense and other agencies to implement and, as necessary, 
refine our planning. 
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2) What is the State Department doing in response to the reports about attempts to 
intimidate intellectuals? 

Answer: 

The State Department closely monitored the protests in Iraq and the 
subsequent reports of intimidation and arrests of journalists and intellectuals during 
and after the February 2011 protests. In response to these reports of violence, 
including reports that civil society activists and journalists were detained and 
possibly beaten, the White House released a statement condemning the violence 
and calling for the Government of Iraq to respect the freedom of the press and 
welcomed tlie government’s decision to investigate the incidents. On March 7, the 
U.S. Embassy in Baghdad released a statement condemning violence against media 
organizations and journalists in Iraq such as the attacks on radio and TV stations, 
the beating of journalists, and the destruction of the offices of a media NGO in 
Baghdad. Prime Minister Maliki and the Baghdad Operations Command 
spokesman apologized for the treatment of journalists during and after the protests 
and pledged that the Iraqi Security Forces will not subject journalists to such 
treatment again. We welcome the decision of the Government of Iraq to 
investigate these incidents of violence and detention and urge the GOl to hold 
accountable those responsible for the improper use of force and violence. 
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3) Are you concerned that this unrest will delay or otherwise change the planned 

transition from DoD to State? 

Answer: 

The United States continues to work towards full implementation of the U.S.- 
Iraq Security Agreement signed in 2008. We are on track to complete the 
transition successfully. The United States and Iraq are rebalancing the relationship 
and deepening partnerships - based on the Strategic Framework Agreement signed 
between our two countries - that will broaden the emphasis on political, economic, 
environmental, technological and cultural cooperation, while also expanding on 
succe.ss in the realms of security and reconstruction that were the focus of recent 
years. 
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4) Is the State Department prepared to adequately respond to situations like this if 
they continue? 

Answer: 

We will continue to support the Iraqi people’s right to freely express their 
political views, to peacefully protest, and seek redress from their government; this 
has been our consistent message in Iraq and throughout the region. 

The State Department’s Bureau of International Narcotics and Law 
Enforcement (INL) is also assuming responsibility from the DoD for the Iraqi 
police training program, evolving along with the needs and priorities of the Iraqi 
security foi'ces. Eliiman rights training for the Iraqi police and the development of 
police capabilities to respond appropriately to these situations are important 
elements of the Police Development Program whereby INL police advisors 
working out of three major hubs across the country will mentor and advise officers 
and provincial police forces in the most populous cities. 



Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Nita Lowey (#6a) 

Subcommittee on State, Foreign Operations, and Related Programs 
House Committee on Appropriations 
March 10,2011 


QUESTION: 

Gender Integration; Under your leadership, the State Department and USAID 
have embraced decades of research that demonstrates programs addressing the 
needs of women and girls dramatically enhance program effectiveness. You and I 
have shared this commitment for years and I am pleased by the renewed focus on 
gender integration in programs under the Department and USAID’s purview. 

• Plans for implementation of the Global Health and the Food Security 
initiatives state that they wdll have a focus on women and girls. Can you 
share how this focus will be operationalized in both plans? 


[Clerk’s note. — R esponses to the questions were not provided 
by the Department to be included in the printed hearing volume.] 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Nita Lowey (#6b) 

Subcommittee on State, Foreign Operations, and Related Programs 
House Committee on Appropriations 
March 10, 2011 


Question: 

• Gender integration activities were severely under-resourced in the past. 
How will the State Department and USAID ensure that programs with 
gender considerations are implemented in the most effective way? 

■ Are you making staffing increases or changes? 

■ What benchmarks will you use to ensure progress is being 
made? 


Answer : 

The role of women and girls is integral to United States diplomatic and 
development efforts - from traditional bilateral and multilateral relationships, 
strategic dialogues, and public diplomacy, to our relations with civil society, 
community leadere, and other non-state actors. By integrating women and girls 
into our diplomatic outreach strategies, w'e ensure more effective diplomacy, 
whether in driving economic growth, resisting extremism, safeguarding human 
rights, or promoting political solutions. Secretaiw Clinton has made the role of 
women a key priority for U.S. diplomatic and development efforts, as reflected in 
several ongoing policy, programmatic, and structural changes within the State 
Department and USAID to strengthen the focus on w'ornen and girls around the 
globe. 
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For the first time, the integration of gender is mainstreamed into our bilateral 
and multilateral efforts in a systematic, measured way. The Quadrennial 
Diplomacy and Development Review (QDDR) lays out a blueprint for U.S. 
diplomatic and development priorities and activities, and places an unprecedented 
and signi ficant emphasis on the importance of empowering women and girls. 
Through the implementation of the QDDR, w'e will instate rigorous mechanisms to 
ensure that all bureaus, both regional and functional, and our mission.s in the field 
consider gender is.siies in their day-to-day work, and we will ensure that our 
diplomacy and development work on gender is coordinated and complimentary. 

To create better monitoring and evaluation systems for measuring progress 
on gender integration, the State Department and USAID will finalize guidelines on 
gender integration in project selection and design, strategic planning, budgeting, 
and monitoring and evaluation. 

The State Department and USAID are also elevating w'omen’s issues in 
response to humanitarian emergencies, aimed conflict, and post-conflict 
reconstruction and governance through the development of a United States 
National Action Plan on women, peace, and security. Informed by UN Security 
Council Resolutions 1325, 1888, 1889, and 1960, the interagency plan will 
advance U.S. security interests by elevating ■women as equal partners and agents of 
change in regions affected by conflict across the globe. As part of the plan, the 
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State Department is developing a series of training curricula for Foreign Service 
Officers on the principles of women, peace, and security, and their application in 
the field. 

The State Department and USAID also will continue to support programs 
that across a range of issues of particular significance to the well-being of women 
and girls - including education, economic opportunity, anti-trafficking, gender- 
based violence, political participation, health, and climate change. USAID has 
strengthened leadership through the appointment of a Coordinator for Gender 
Equality and Women’s Empowerment and established a Policy Task Team to 
update the Agency’s policy on Gender Equality and Women’s Empowerment. 

As Secretary Clinton has said, “Women's issues are a vital interest of the 
US. It is a security issue, a prosperity issue, a peace issue,” Through the 
implementation of the QDDR and other policy initiatives such as the Global Health 
Initiative, Feed the Future, Women Peace and Security, and the Alliance for Clean 
Cook Stoves, we are ensuring that women’s voices and needs are represented 
throughout our diplomatic and development efforts. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Nita M. Lowey (#6c) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10, 2011 


Question : 

Gender Integration: Under your leadership, the State Department and 
USAID have embraced decades of research that demonstrates programs 
addressing the needs of women and girls dramatically enhance program 
effectiveness. You and 1 have shared this commitment for years and 1 am 
pleased by the renewed focus on gender integration in programs under 
the Department and USAID’s purview. 

c) Finally, implementing this gender focus will be difficult in the front 
line states of Pakistan, Afghanistan, and Iraq. What steps is the 
Department talcing to incorporate this focus into the new Afghanistan and 
Pakistan Regional Stabilization Strategy? 


Answer : 

Afghanistan: 

• The advancement of women’s rights is critical to political, social, and 
economic progress everj'where around the world. We recognize that this 
is especially true in Afghanistan, where women’s human rights have been 
ignored, attacked, and eroded over decades, especially under Taliban 
rule. 

• The Afghanistan-Pakistan Stabilization Suategy recognizes women as 
agents of change and peace and underscores their importance to our 
civilian stabilization plan and our efforts to strengthen Afghan 
communities’ capacity to withstand the threat posed by extremism. It 
establishes women’s empowerment as critical to unleashing the full 
economic potential of the Afghan people. 
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• Additionally, we have this year developed a more specific, government- 
wide strategy for supporting Afghan women - the Civilian Assistance 
Strategy for Afghan Women, under which we are currently providing 
more support than at any time in our government’s history to address the 
illiteracy, poor health, extreme poverty, and political exclusion that affect 
the lives of Afghan women. The Civilian Assistance Strategy addresses 
gender discrimination and inequality in Afghanistan by building 
sustainable capacity and institutionalizing opportunities for women 
across the public, private and NGO sectors in several key areas: 

1) increased leadership and civic participation; 

2) improved security and access to justice; 

3) strengthened economic policy, and 

4) greater access to education and health care 

• To this end, in the past two years we have redoubled our efforts. USAID 
has also more than doubled spending on women and girls since 2008. We 
have tripled our station the ground since 2009, created and fully staffed 
a new four person gender unit in Kabul in 2010, strengthened the 
capacity of the Afghan Ministry of Women’s Affairs, and engaged 
women as agents of change and beneficiaries of our reconstruction and 
development efforts. 

• We continue to urge the Government of Afghanistan to ensure that 
human rights concerns, especially women’s rights, remain paramount in 
any discussions of amnesty, reconciliation, and reintegration and that 
women are fully engaged at all levels in these discussions. Afghan 
women must be part of the decision-making processes as they are a 
critical resource in the stabilization of the country and sustainability for 
future peace. 


Pakistan: 

• In 20 1 0, Pakistan ranked 1 32 out of 1 34 on the World Economic 
Forum’s gender equity index. Women’s economic empowerment, 
education and health are ranked among the lowest in the world. There 
is still significant violence against women and girls throughout 
Pakistan. 
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• As it is stated in the regional stabilization sti'ategy, we will continue to 
ensure women’s needs are met through assistance activities in health, 
education, economic development, civil society, rule of law/human 
rights, and political participation. 

• IJ.S. assistance to women in Pakistan focuses on supporting women’s 
political and economic empoweiment, strengthening gender equality, 
addressing gender based violence (GB’V) and raising awareness for 
women’s legal rights and access to justice. 

• We will continue to integrate assistance to women and girls in the 
areas of health, education, economic development, judiciary and civil 
society and to work closely with the GOP as well as with Pakistani 
and international organizations that promote women’s human rights 
and empowerment. 

• The USG has established the Gender Equity Program, to reduce 
violence against women, increase access to justice and combat 
trafficking in persons. It is a $40 million, four year program that is 
already ongoing. 

• We will continue to focus on women’s empowerment as Pakistan 
needs to make better use of the enonnous potential of women in the 
economic and political sphere. In this regard we will target women- 
run microenterprises, helping them build financial literacy and forge 
stronger links to profitable markets. 

• Health programs focus on family planning, safe motherhood, and 
immunizations. We want to support the GOP to deliver immediate and 
highly effective service to Pakistani families, ensure a significant and 
sustainable improvement in the health of Pakistan’s women and 
children, and contribute to strengthening the foundations of the health 
system. 


• We will also work on increasing women’s political advocacy skills, 
and strengthen coalition and consensus building, media relations, 
strategic thinking, and problem solving. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Nita M. Lowey (#6d) 
Subcommittee on Foreign Operations 
House Committee on Appropriations 
March 10,2011 


Question : 

Under your leadership, the State Department and USAID have embraced decades 
of research that demonstrates programs addressing the needs of women and girls 
dramatically enhance program effectiveness. You and I have shared this 
commitment for years and I am pleased by the renewed focus on gender integration 
in programs under the Department and USAID’s purview. Finally, implementing 
this gender focus will be difficult in the front line states of Pakistan, Afghanistan, 
and Iraq. What steps is the Department taking to incorporate this focus into the 
new Afghanistan and Pakistan Regional Stabilization Strategy? 

How are we leveraging the skills and abilities of women in Iraq as that countiy 
looks to peace and stability? 

Answer: 


Please note that the Afghanistan and Pakistan portion of this question was 
answered separately. 


The State Department recognizes that women’s empowerment is critical to 
ensuring peace and stability in Iraq; however the potential of Iraqi women is not 
being fully tapped in Iraq today. 


We are therefore working with the Government of Iraq (GOI) to strengthen 
efforts to ensure that women are equal and effective participants in building a self- 
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reliant, prosperous, and stable country. We are working with the GOI in 
consultation with international, local, and regional NGOs to develop a national 
strategy on women, peace, and security. This strategy advances women’s 
leadership and political participation at the highest level, integrates women into the 
economy by working to amend business laws that are detrimental to women, and 
improves women’s access to capital. Additionally, this .strategy will address the 
importance of integrating Iraqi leaders into regional efforts to support women’s 
issues; as well as supporting rights-based education, the protection of w'omen from 
violence, and access to justice and social assistance to ensure that women are 
guaranteed the dignity to express their full potential. 

In addition to our policy efforts, the Department is engaged in a variety of 
efforts at a programmatic level. For example, the Secretary’s Office of Global 
Women’s Issues, and the Bureau of Democracy, Human Rights, and Labor, are 
partnering ^vith NGOs to provide programs through the Iraqi Women’s Democracy 
Initiative and the Secretary's War Widows Program to build on the talent and 
expertise of Iraqi women to support their political, economic, social, and legal 


advancement. 
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Through a program with AMIDEAST, for example, the Department trained 
Iraqi women leaders in civil society and the legal sector to advance a community 
and legal framework to combat gender based violence in Iraq. Other programs 
focus on local economic development through micro-grants, and connecting and 
training women’s grassroots leaders and advocates to strengthen demand-side 
governance. We are also supporting women journalists to build Iraq’s first female- 
run design and advertising agency to both expand economic opportunity as well as 
provide an outlet for gender based messages and ideas to tlie wider Iraqi 
population. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Nita Lowey (#7a) 

Subcommittee on State, Foreign Operations, and Related Programs 
House Committee on Appropriations 
March 10, 2011 


QUESTION: 


Multilateral Institutions and Coordination: The budget request continues a 
trend related to multilateral institutions and collaboration. While funding within 
the State and USAID budget for United Nations organizations and for health 
organizations was reduced from the fiscal year 2010 level, funding within the 
Treasury budget for multilateral banks and funds within those banks was 
significantly increased. 

• Can you provide insight into why the budget prioritizes multilateral banks, 
instead of building leverage and leadership within State and USAID? 


[Clerk’s note.— R esponses to the questions were not provided 
by the Department to be included in the printed hearing volume.] 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Nita Lowey (#7b) 

Subcommittee on State, Foreign Operations, and Related Programs 
House Committee on Appropriations 
March 10, 2011 


QUESTION: 

How will the State Department collaborate with Treasury to provide direction to 
the Global Food Security Fund and the Climate Funds in order to ensure that these 
programs are complementary to our significant bilateral investments? 

• What initiatives are included in the fiscal year 2012 budget which support 
this collaboration? 


[Clerk’s note. — Responses to the <juestions were not provided 
fay the Department to be included in the printed hearing volume.] 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Nita Lowey (#7c) 
Subcommittee on Foreign Operations 
House Committee on Appropriations 
March 10, 2011 


Question : 

In addition to our multilateral partners, it is important that we work closely 
with the private sector in the U.S. and abroad as it has been my experience 
that the private sector is able to implement some of the most innovative 
programs. 

• How will the priority initiatives of the administration - climate 
change, food security, and health - build on these lessons learned 
and be as innovative as possible in order to achieve the intended 
results? 


Answer : 

Climate Change 

USAID recognizes the valuable perspective, skills, technologies, and 
ideas that the private sector brings to the development equation, especially 
around a topic as complex as climate change. As one of the Agency’s 
priority initiatives, climate change programming needs the combined 
resources of public, non-profit, and private actors to affect change. USAID 
is making private sector engagement a critical component of current and 
future planning. As part of the Low Emissions Development Strategies 
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(LEDS) initiative, USAID is engaging private sector partners during country 
scoping trips to assess what types of interventions are needed in order to 
assist countries to achieve economic growth while having a low-emission 
profile. The private sector is critical in identifying financially viable and 
sustainable projects that can lead to economic growth without the growth in 
GHG emissions. Additionally, once countries have developed LEDS, 
USAID will work in partnership with the private sector to support 
implementation of the country-driven strategies. 

USAID is engaging the private sector as both resource partners and 
founding partners to develop a Grand Challenge for Energy, a challenge to 
find innovative solutions to longstanding development problems. Founding 
partners will help influence the direction and goals of the Grand Challenge, 
and contribute substantial resources to the effort. Resource partners are part 
of the broader effort to bring additional expertise, networks, technology, and 
resources as part of the myriad of possible solutions. 

A critical component in developing countries is adapting to a variable 
climate. Part of that adaptation is both mitigating the effects of increasing 
natural disasters such as storms, drought, floods, and sea level rise, as well 
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as using insurance to help communities recover after disasters. USAID is 
working with reinsurance providers to provide a market for both primary and 
reinsurance that will allow the most vulnerable people the tools to rebuild 
their lives, houses, and livelihoods after disasters strike. Using this market 
model can allow governments to direct their limited ftinds towards other 
means of preparing their populations for the effects of climate change. 

Food Security 

The Administration’s food security initiative, Feed the Future, 
embraces private sector engagement as necessary to achieve sustainable 
reductions in poverty and food insecurity. Private companies, both large and 
small, American and foreign, are key players in the development landscape. 
Our private sector partners are thought leaders who can bring crucial 
feedback, a fresh perspective, and innovative insights to the development 
table. We envision a world where private sector investment drives 
sustainable growth and market-led development supplants foreign 
assistance. 

Under Feed the Future, we have forged models in Tanzania where the 
private sector is working alongside governments and NGO to “crowd in” 
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investment at scale. Instead of moving alone, local and international 
companies are benefitting from a coordinated approach to opening up new 
markets thus creating more opportunities, both in the U.S. and overseas. 
Working with the private sector leverages additional funds and creates new 
market opportunities for producers. International trade creates market 
opportunities for producers in terms of increased sales, and often greater 
compensation for their products - if they can meet the quality and quantity 
demanded by the buyers. USAID helps smallholder farmers and other sma 
businesses acquire the skills, capacity and market knowledge to take 
advantage of these trade opportunities. 

Our strategic alliances with the private sector speak to their core 
business interests and at the same time address development objectives. 
These “win-win” partnerships will advance the impact of sustainable 
development and foster private sector-led growth in emerging markets, 
critical to reducing poverty, fighting hunger and improving nutrition. 


Global Health 
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USAID’s GH Bureau’s work in private sector health focuses on 
improving health outcomes for the poor by improving access, quality and 
use of health care products and services and creating sustainable commercial 
markets for health products and services that will help to achieve the 
MDGs. GH’s work also seeks to improve the enabling environment to 
expand private sector health services and products to the poor. 

Our approach and rationale for expanding and strengthening private 
sector health products and seivices includes: 

1 ) The poor, even in Sub-Saharan Africa, are using private sector health 
products and services. 

2) Governments (Ministries of Health) alone cannot meet the demand for 
health .services and achieve the MDGs. It is essential to harness the 
private sector to meet the MDGs. 

3) Expansion of commercial markets for health products and services 
shifts middle and high income consumers away from donor or 
publicly funded services, freeing capacity to serve the poor and 
reducing disparity in health outcomes among poor. 

4) Private sector enterprises help strengthen the quality of health 
products and seivices and increase the likelihood of sustainable health 
services. 
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GH is recognized as a leader in private sector health partnerships and 
programming. A recent Gates Foundation funded assessment recognized 
USAID’s GH Bureau as the private sector health leader among donors in 
health. 

We’ve worked very successfully in public-private partnership’s for more 
than 35 years. Some of the most well-known examples of partnering with 
the private sector include: 

• Working with pharmaceutical manufacturers to develop new products 
and introduce sustainable commercial products for family planning, 
child and maternal health; 

• Creating commercial markets for insecticide treated bednets and rapid 
diagnostics for HIV/AIDS and other sexually transmitted diseases; 

• Working with food manufacturers to add fortificants to basic 
foodstuffs to decrease micronutrient deficiencies and to develop 
ready-to-use therapeutic foods; 
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• Working with consumer products manufacturers to promote soap, 
clean water , hygiene and hand washing behavior to decrease 
mortality from diarrheal disease; 

• Introducing commcirially sustainable ora! rehydration solution into 
developing country markets and adding health products such as ORS 
to last-mile distribution models to increase access to health products 
among those living at the base of the pyramid. More recent examples 
of partnerships leverage expertise and infrastructure including supply 
chains to achieve improved health outcomes including zinc, point of 
use water and mobile phone technologies. 

• Partnering with private companies to provide financial risk protection 
to the poor for USG priority health areas including MCH and 
HIV/AIDS. 
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Question for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Nita M. Lowey (7d) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10, 2011 


Question : 

• What would be the impact if voluntary contributions to International 

Organizations and Programs as well as Internationa! Financial Institutions are 
cut to fiscal year 2008 levels? 

Answer: 


For the International Organizations and Programs (IO»&P) Account: 

• A cut to the F Y 2008 level would provide for account funding of $3 1 6.9 

million, which is $77 million (or 19.5 percent) below the FY 2010 enacted level 
of $394 million and $37.4 million (or 1 0.5 percent) below the FY 201 1 enacted 
level of $354.3 million. Reflecting a very lean budget environment, the 
Administration’s FY 201 2 request of $348.7 million for the account is 1 1 .5 
percent lower than the FY 10 enacted level of $394 million. 


• Reducing the account to the FY 2008 level would severely limit U.S. 
engagement in multilateral activities that serve important U.S. interests. 


• The lO&P account provides voluntaiy contributions to the core operating 
resources of the UTs funds and programs such as UNICEF, UNDP, UNFPA, 
and UNTIP, All of these programs provide important seivices in the field in 



areas of humanitarian relief, health, education, development, and environmental 
governance. The account also provides important earmarked contributions to 
aviation and maritime security programs, gender programs, human rights 
activities, and trade development technical assistance. Specific examples of 
how reducing lO&P funding could have a real impact on the delivery of 
seiwices include reductions in aviation security audits by ICAO, decline in the 
ability of UNOCHA to coordinate disaster response, and fewer immunizations 
provided by UNICEF. 

• Our contributions also provide the U.S. with opportunities to take a leadership 
role, along with other major donors, to influence international policy and 
advance U.S. interests. In this way, the United States can multiply the influence 
and effectiveness of its support in targeted areas. 

For the International Financial Institutions: 

• Funding to International Financial Institutions is an extremely cost effective 
way to advance U.S. government priorities in the developing world. In addition 
to cost effectiveness, the assistance provided by International Finance 
Institutions is generally recognized as high quality assistance. If U.S. 
government contributions are cut to the International Financial Institutions, we 
would not meet the monetary commitments that we have made to organizations 
such as the World Bank and other development banks. Development bank 
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assistance to middle and low income countries, including to countries of key 
foreign policy interest, such as Afghanistan, Haiti, and Egypt, depends on what 
donor countries like the U.S. contribute. Even a small reduction in multilateral 
development bank capital reserves will reduce the funds available for 
assistance. The willingness of the U.S. to honor its development commitments 
may also be questioned by the international community and our public image 
overseas may suffer. 

• As an example, the Asian Development Fund of the Asian Development Bank 
supports the poorest borrowers in Asia, and is making critical investments in 
Afghanistan's energy sector. This support — all of it in grant fomi — will enable 
65 percent of urban households and 25 percent of rural households to gain 
access to power. In combination w'ith other investments in irrigation capacity, 
the energy grant will lead to an annual increase in agricultural exports of nine 
percent per year through 2015. On numerous occasions, General Petraeus has 
pointed to the critical role that the AsDB and World Bank are playing in 
support of U.S. efforts in Afghanistan. 

• Unfortunately, the Asian Development Fund received no funding for 2011, and 
continued failure to meet our commitments could lead to significant cuts in 
planned programming for Afghanistan. 
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• Another example of an IFI that alleviates poverty is the International 
Development Association (IDA) of the World Bank. It makes highly 
concessional loans and grants to the world's 79 poorest countries. IDA has the 
most global impact of any development fund. Over the last decade, IDA 
funding has helped save at least 13 million lives, immunized over 310 million 
children, built more than 73,000 miles of roads (enough to circle the globe 
nearly three times), constructed and renovated 23,000 health facilities, and 
provided access to water and sajiitation for more than 177 million people. 

• Funding levels equal to 2008 levels would force IDA to reduce lending to poor 
countries, including Haiti, during a period of rising food and fuel prices. 
America's credibility would be undermined, as would our ability to promote 
U.S. objectives at the World Bank. Absent IJ.S. leadership, other countries 
could also reduce their funding to IDA. Finally, because we use IDA to fund 
debt relief through the MDRl. failure to meet our replenishment obligations 
under lDA-16 would result in the U.S. going into arrears - creating a double 
jeopardy scenario for the poorest countries. 
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• FACT SHEET ON VOLUNTARY CONTRIBUTtONS 


• The United States provided some $3 billion in voluntary contributions to 
the UTS and other international organizations in 2009. 

• We use voluntary contiibutions to support targeted programs that are 
consistent with our particular policy interests. 

• Numerous federal agencies provided voluntary contributions to 
international organizations in 2009, including the eleven cabinet 
Departments (Agriculture, Commerce, Defense, Education, Energy, 
HHS, Interior, Labor, State, Transportation, and Treasury), NASA, EPA, 
the National Science Foundation, and several other agencies. 

• In particular, voluntary contributions provided by State and USAID 
provide vital funding to a wide range of activities that support U.S. 
foreign policy priorities in areas such as development, democracy, 
humanitarian aid, disaster relief, human rights, and international 
environment governance and conservation. 

• Voluntary contributions promote activities in the field and earmarked 
activities that promote key U.S. interests in international coordination 
and development. Voluntarily funded projects provide results in 
accomplishing objectives in transnational areas that advance important 
U.S. strategic goals, where solutions to problems are best addressed 
globally. 

• Contributing through voluntary contributions provides the U.S. with 
opportunities to take a leadership role along with other major donors in 
areas of critical interest to the U.S., such as gender issues, environmental 
issues, and humanitarian aid. In this way, the U.S. can multiply the 
influence and effectiveness of its support in targeted areas. Voluntarv' 
contributions by the U.S. can leverage contributions from other donors. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Nita Lowey (#8) 
Subcommittee on Foreign Operations 
House Committee on Appropriations 
March 10, 2011 


Question : 

Assistance to Europe, Eurasia and Central Asia; The President's budget 
took a steep reduction of more than 1 5 percent in the request for the 
Assistance for Europe, Eurasia and Central Asia (AEECA) account. We had 
some real success stories in this region, especially in Central Europe, in 
earlier years and were able to graduate countries from assistance and bring 
down the size of this account from where it was in the 90's. But the last 
graduations were five years ago in 2006. Over the past five years, we've 
seen not progress toward stable democracies but rather backsliding on 
democracy in Russia, Belarus and elsewhere, and frozen conflicts like the 
one between Armenia and Azerbaijan remaining volatile, with new conflicts 
breaking out. Three years ago, Kosovo became independent -- Serbia still 
hasn't recognized that, and the peace remains fragile in the Balkans. Two 
years ago, Georgia had just been invaded by Russia and Congress provided 
more than $600 million in supplemental appropriations to rebuild and 
.stabilize Georgia. One year ago, Kyrgyzstan had a violent regime change 
followed a few months later by violent ethnic clashes, and again we spent 
tens of millions for refugees and stabilization. And two months ago, we saw 
a brutal crackdown on the democratic opposition by the dictator Lukashenko 
in Belarus. This doesn't seem tike a region on its way to a quick 
"graduation" from G.S. assistance; it seems that now more than ever we 
need to maintain our level of assistance. 

• Is the big reduction for F Y 20 1 2 intended as the first step toward 
the phase-out of the AEECA account? 

• Do you believe that these countries no longer need the kind of 
special commitment provided in the AEECA account? 

• And what are your plans for the State Department Coordinator that 
Congress created to oversee assistance to this region? 
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Answer : 

The reduction in assistance to the Europe, Eurasia, and Central Asia 
region generally, and the AEECA account specifically, is driven by the 
difficult budget environment. Within that context, the Administration’s 
request for FY 2012 reflects a reallocation of resources to address other 
needs globally, weighing factors such as programmatic progress made, the 
work of other donors, and assessments of the key remaining challenges in 
the region. At the same time, the countries of the region remain vital to U.S. 
foreign policy interests and foreign assistance will continue to be essential to 
address a range of important national security interests and difficult 
development challenges, including democracy backsliding, instability, 
rampant corruption, and transnational threats. 

The Office of the Coordinator of U.S. Assistance to Europe, Eurasia 
and Central Asia (EUR/ ACE) has employed its unique authorities and 
dedicated regional funding account (AEECA) to good effect in helping the 
former communist countries in this region transition into democratic, free 
market states. As you noted, in the two decades since the establishment of 
the Coordinator, significant progress has been made toward this goal: 1 1 
country recipients have advanced to the point where they have graduated 
from U.S. non-security assistance; 12 have joined the North Atlantic Treaty 
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Organization (NATO); 1 0 have acceded to the European Union (EU); and 
some Balkan country recipients have made progress toward accession goals. 
Many of these countries are now strong partners that support U.S. priorities, 
such as our coalition efforts in Iraq and Afghanistan, and have become 
foreign assistance donors in their own right. EUR/ ACE has effectively 
coordinated the interagency assistance community, including during times of 
crisis such as the aftermath of the August 2008 conflict in Georgia and the 
Kyrgyz Republic in 2010. It has also ser\'ed as a comprehensive source of 
information about U.S. assistance provided to the region. 

In 2006, the Department reformed its foreign assistance management 
strticture by creating the Office of the Director of U.S. Foreign Assistance 
(F) to integrate budgets and planning across all State Department and 
USAID programs. More recently, the Administration has elevated 
development to be co-equal with diplomacy and defense as core pillars of 
American foreign policy and aims to empower USAID as the U.S. 
government’s lead on development matters. 

Any decisions on the future of EUR/ACE will necessarily be informed 
by a number of factors, including the implementation of the Secretary’s 
Quadrennial Diplomacy and Development Review (QDDR), foreign 
assistance funding trajectories, policy priorities, and country progress toward 
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political and economic transition goals. The Department would consult with 
Congress regarding any potential changes to its current model of foreign 
assistance management for Europe, Eurasia, and Central Asia. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Nita Lowey (8a) 

House Committee on Appropriations 
March 10,2011 


Question 

Can you provide insight into why the budget prioritizes multilaterai banks, instead 
of building leverage and leadership within State and USAID? 

Answer : 

Funding for the State and USAID budget and for the multilateral banks are 
both top priorities for this Administration. The increase in the request for funding 
for the multilateral banks and funds reflects an unusual time at which the global 
financial crisis led to a need for the recapitalization of many of the multilateral 
banks at the same time. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Nita Lowey (#8b) 

House Committee on Appropriations 
March 10, 2011 


Question : 

How will the State Department collaborate with Treasury to provide 
direction to the Global Food Security Fund ... in order to ensure that [it is] 
complementary to our significant bilateral investments? What initiatives are 
included in the fiscal year 2012 budget that support this collaboration? 


Answer : 

The Global Agriculture and Food Security Program (GAFSP) is a 
multilateral mechanism created to assist in the implementation of pledges 
made by the G-8 and other donors at the L’Aquila summit in 2009 and was 
set up in response to a request from the G-20 that same year. For some 
donors, channeling food security assistance through this kind of multilateral 
mechanism is more etTicient than setting up their own separate bilateral 
programs. In line with the objectives of the Administration's global hunger 
and food security initiative, Feed the Future (FTF), the GAFSP seeks to 
reduce the number of poor and hungry people in developing countries. To 
achieve this goal, the GAFSP provides a unified source of financing to 
support sustainable food security strategies of those developing countries 
that demonstrate their commitment to addressing the food security needs of 
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their population. The GAFSP aligns its financing with country priorities and 
harmonizes its financing with that of other donors in order to support 
country ownership and avoid redundant investments. 

Since GAFSP was launched in April 2010, it has mobilized nearly $1 
billion in pledges, and it has awarded $481 million to 1 2 poor countries, 
which will benefit over 7.5 million smallholder farmers and their families, 
with total annual income increases of $100 million. Eight of these countries 
are also focus countries of the U.S. hunger and food security initiative, Feed 
the Future (FTF), where the U.S. and GAFSP either co-fund programs or 
fund complementary programs, such as in Liberia, Ethiopia and Rwanda. 

The United States was a founding donor of GAFSP and a leader in its 
establishment; hence the principles guiding GAFSP funding are aligned with 
U.S. food security policy. The President’s FY 2012 Budget requests $308 
million for a U.S. contribution to GAFSP. Not only does this funding 
leverage other donor contributions, it complements the bilateral assistance 
investments budgeted in FTF focus countries by supporting rural 
infrastructure investments (e.g. transportation and irrigation), commercial 
financing, and research and extension. The fund's public sector window 
hel ps finance the agricultural development strategies of developing countries 
that have demonstrated their commitment to a strategic approach for 
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achieving lasting improvements in the food security of their populations. 

The fund, which is administered by the World Bank, leverages the technical 
expertise of other multilateral institutions such as the International Fund for 
Agricultural Development and the regional development banks. A private 
sector window, which will provide financing to small and medium-sized 
agribusinesses and small-holder farmers, will also soon become operational. 
The fund incorporates a number of innovative design features including in- 
depth impact evaluations on a significant percentage of all the projects 
financed by GAFSP, an inclusive governance structure that provides 
potential recipient countries and civil society organizations with a strong 
role in fund governance, and an open and transparent application process 
that relies on independent evaluations by a group of experts in agriculture 
and development issues. 

Countries will need to meet several criteria to qualify for financing. 
These criteria are; 

• The country must have a high level of food insecurity as measured 
by a number of different indices such as the International Food 
Policy Research Institute’s Global Hunger Index. 

• The country must have, or be in the final stages of completing, a 
comprehensive food security strategy that has been developed with 



188 


the active participation of civil society and the private sector and 
has undergone a technical due diligence process. 

• The country must have an investment climate and policy 
environment that will facilitate sustainable public and private 
investments in the agricultural sector. 

• The country must make a demonstrated budgetary commitment to 
its agricultural sector. 

Regional economic communities will also be eligible to apply for 
financing. 

At the G20 meeting in Pittsburgh in September 2009, the President 
pledged $475 million for a U.S. contribution to GAFSP, which is part of the 
President’s 2009 L’Aquila Food Security Initiative pledge. Our pledge to 
GAFSP has helped leverage around $500 million from other donors. By 
following through on our pledge, we could potentially attract more 
contributions and multiply our impact even more. To date, the U.S. has only 
met around 35 percent ($167 million) of its original pledge, while all of the 
other original donors (Canada, Australia, Korea, the Bill and Melinda Gates 
Foundation, Ireland, Spain) have met theirs. Failure to meet the U.S. pledge 
has limited our ability to leverage contributions from new donors and has led 
to limiting GAFSP funding for several poor countries with sound proposals 
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for improving agriculture and food security. However, the United Kingdom 
and the Netherlands are reportedly considering substantial contributions 
soon that might partially address this shortfall. While Treasury manages 
U.S. contributions to GAFSP, the State Department takes the lead on 
engaging with other current and potential GAFSP donors. 



190 


Questions for the Record Submitted to 
Secretary of State Hillary Clinton by 
Representative Nita M. Lowey (9b) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10, 2011 


Question : 

Are we looking at another global food crisis? If so, how is the State 
Department planning to address this crisis? 

Answer : 

Food prices have risen sharply in the last year. The FAO Food Price 
index reached an all-time high in February, and the April update showed 
only a 2 percent decrease from the peak. The World Bank estimates that 44 
million people have been pushed into poverty since last June because of 
climbing food prices. We are deeply concerned about the impact that rising 
prices have on vulnerable people. We are watching food prices closely and 
working with the international community to respond appropriately. 


So far, the current situation differs from the food crisis of 2007-2008 
in important ways. Good harvests of staples in Africa and South America 
have kept local prices there relatively steady, and record world rice 
production has kept rice prices stable in areas such as Asia and West Africa. 
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Many countries monitored by FEWS NET, especially in West and Southern 
Africa and Haiti, have still been showing relatively low grain prices or only 
typical, seasonal price increases. But, stocks of some grains are extremely 
tight and a spate of bad weather could create serious problems. Where 
affordable access to food is severely threatened, the U.S. government is 
working with the international community, as it has done historically, to 
assure that food assistance is available. 

We are applying the lessons learned from 2007-2008 through our 
work with bilateral and multilateral institutions, such as the UN food 
agencies, the G-20, and APEC, to encourage all nations to pursue sound 
policies that promote agricultural growth, facilitate reliable trade flows, and 
mitigate price volatility. In particular, wc are urging countries to reduce the 
risk of a food price crisis by increasing transparency and sharing infonnation 
on stocks and production; abstaining from export bans and using export 
quotas and taxes sparingly; avoiding panic buying and hoarding; reducing 
import tariffs and taxes, and putting in place targeted safety nets for the most 


vulnerable. 
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In the long run, increasing global agricultural production is the only 
way to ensure sufficient food, fuel, and fiber is available for a growing 
global population. To do this with limited resources, we need to pursue 
research and innovation in agriculture and make these technologies available 
to the world’s farmers. 

We are addressing the root causes of hunger through the Feed the 
Future Initiative, using a combination of bilateral programs and multilateral 
mechanisms. Feed the Future promotes growth in the agriculture sector, 
facilitates local and regional trade, and invests in game-changing 
innovations and technologies to support productivity increases, so that 
countries are better able to combat hunger, feed their people, and contribute 
to stable global food supplies. An important component of Feed the Future 
is the Globa! Agriculture and Food Security Program (GAFSP). This 
multilateral trust fund has mobilized commitments nearing $l billion from 
seven development partners to finance food security strategies in the world’s 
poorest countries. In 2010, GAFSP awarded $337 million in grants to eight 
countries, financing projects that enhance rural infrastructure, access to 
improved seeds and fertilizer, and better water management. 
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Finally, it is vital that the United States is prepared to continue to provide 
food aid during times of crisis. We have been working to improve how we 
deliver it, by expanding our toolbox to help vulnerable people. However, 
rising food and fuel prices have already reduced the purchasing power of our 
food assistance budgets by approximately 20%. Budget cuts in FY 2011 and 
a development food aid earmark which reduces the availability of 
emergency food assistance have placed additional pressure on this precious 
resource. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Nita Lowey (#9a) 

Subcommittee on State, Foreign Operations, and Related Programs 
House Committee on Appropriations 
March 10,2011 


QUESTION: 

Oil Prices: The unrest across the Middle East and especially in Libya is already 
driving up oil prices, and therefore the price of food and other necessities. I share 
the concerns that have been expressed by many about what effect the rising price 
of oil will have on the U.S. economy and our domestic economic recovery. But I 
am also concerned about what tire impact will be on our aid efforts. 

• Will a spike in oil prices be detrimental to our efforts to di.stribute aid? 


[CCERK’s NOTE. — ^Responses to the questions were not provided 
by the Department to be included in the printed hearing volume.] 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Nita Lowey (#10) 

Subcommittee on State, Foreign Operations, and Related Programs 
House Committee on Appropriations 
March 10, 2011 


QUESTION: 

Pakistan Tax Reform: In September of 2010, the Carnegie Endowment for 
International Peace reported that “Fewer than three million of Pakistan’s 1 75 
million citizens pay any income tax«, and the country’s tax-to-GDP ratio is only 9 
percent.” This is one of the lowest tax-to-GDP ratios in the world. 

• The International Monetai'y Fund (IMF) has frozen the $11.3 billion loan 
that was approved for Pakistan in 2008 until some serious tax reforms are 
undertaken. How can the international community get Pakistan to boost its 
tax base? 

• Federal officials, including ministers (even Prime Minister Gilani), only pay 
taxes on their government salaries and not on their personal assets. Although 
the government promises to take steps toward tax reform, it continues to 
dodge the issue every chance it gets. What concrete steps is the 
Administration taking to ensure accountability of the Pakistan government? 

o Is Pakistan undertaking any reforms of its tax system? 


[Clerk’s note, — R esponses to the questions were not provided 
by the Department to be included in the printed hearing volurae.j 
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Questions for the Record Submitted to 
Secretary of State Hiiiary Rodham Clinton by 
Representative Nita M. Lowey (#11) 
Subcommittee on State, Justice and Related Programs 
House Appropriations Committee 
March 10,2011 


Corruption and Aid to Pakistan: Secretary Clinton stated that the United 
States will press Pakistan on corruption to ensure that the American taxpayer 
is not footing the bill when widespread corruption may be interfering with 
the delivery of assistance; yet the Administration has pledged to channel 
most IJ.S. assistance through Pakistan’s government agencies and local 
contractors. 

• What portion of all U.S. aid to Pakistan is distributed through the Pakistani 
government and local contractors? 

• Do you believe that the Pakistani government and local contractors are 
capable of managing such large sums of aid? 

• How has the State Department improved monitoring of U.S. aid and 
accountability to ensure it achieves the intended development goals? 

o Are these efforts having an impact on accountability, governance and 
program implementation? 

o What more could the United States government do to ensure the most 
capable people are brought into key ministries? 

• What accountability measures have the Pakistanis instituted? 
o Are there particular ministries that show promise? 

o Are there others that need additional support and attention in the coming 
year? 


Question: 

What portion of all U.S. aid to Pakistan is distributed through the Pakistani 
government and local contractors? Do you believe that the Pakistani government 
and local contractors are capable of managing such large sums of aid? How has 
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the State Department improved monitoring of U.S. aid and accountability to ensure 
it achieves the intended development goals? Are these efforts having an impact on 
accountability, governance and program implementation? 

Answer: 

Slightly more than half of FY 2010 funds are going through Pakistani 
entities. We remain committed to building the capacity of Pakistani institutions to 
address the most critical needs of its citizens. In order to accomplish this, 
programs are implemented directly through the Government of Pakistan or 
Pakistani non-governmental organizations, rather than international contractors. 

We are committed to investing U.S. assistance in a manner that best advances U.S. 
foreign policy interests in Pakistan while ensuring that U.S. funds are expended for 
the purposes intended. USAID’s pre-award surveys process aims to identify 
weaknesses in the administrative and financial management structure of every 
organization we intend to fund. In most cases our partners are capable of 
managing the assistance we intend to provide. If USAID identifies vulnerabilities 
within a potential partner organization, then USAID determines the necessary steps 
to address the vulnerabilities through the Assessment and Strengthening Program 
(.ASP). ASP works through local firms to conduct pre-award assessments, build 
institutional capacity, and provide training in financial, procurement, and 
management to local implementing partners. ASP will also embed specialists with 
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these organizations, in the event that an entity needs technical or professional 
management or financial support. Finally, on some occasions, a determination will 
be made that USAID will not work with these organizations if the additional 
support requirements are found to be excessive. 

USAID frequently funds work on a reimbursable basis, tvhere the 
government conducts the work, and we then carefully review their paperw'ork 
before providing any reimbursements. 

Similarly, when the U.S. provides border security, countemarcotics, or law 
enforcement training, equipment, and infrastructure support to Pakistan, the 
Bureau for International Narcotics and Law-' Enforcement (INL) conducts on-site 
inspections, requires regular reporting, participates in project bidding review 
processes, and conducts rigorous end-use monitoring of all assistance. 

In Islamabad, the Office of the Coordinator for Economic and Development 
Assistance works in tandem with the USAID Mission, other USG implementers, 
the U.S. Ambassador, and Washington to monitor the progress of programming 
and ensure it is making progress toward achieving development goals. 

Question: 

What more could the United States government do to ensure the most 
capable people are brought into key ministries? 
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Answer: 

Government of Pakistan officials have told us that they welcome the flow of 
USG assistance through Pakistani government entities in part because it helps the 
GOP improve the management of its own funds. Coordination helps build stronger 
professional and diplomatic relationships that instill trust and strengthen ties. 

Question: 

What accountability measures have the Pakistanis instituted? 

Answer: 

Over the years, the GOP has developed extensive monitoring and evaluation 
procedures, which in some cases they have had to amend or improve to meet our 
requirements. Pakistan has a National Accountability Board and a Supreme Audit 
Agency, with which USAID have a Memorandum of Understanding to allow 
access to financial and audit records for GOP entities. Both oversee and audit 
foreign assistance programs. 

Question: 

Are there particular ministries that show promise? 
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Answer: 

Approaching work on a reimbursable basis has worked well for 
infrastmcture under construction by the Frontier Works Organization (FWO) and 
the Water and Power Development Authority (WAPDA). These organizations 
implement road construction in the FATA and energy infrastructure projects, 
respectively. With the FWO and WAPDA, these ministries tend to utilize 
established contractors to complete the work in a timely and accountable manner. 
Question: 

Are there others that need additional support and attention in the coming 

year? 

Answer: 

USAID works closely with a number of ministries, many of which are 
undergoing devolution of their authorities in accordance with the 18th amendment 
to the Pakistani constitution passed in April 2010. The amendment devolves 
responsibilities of select federal ministries to provincial authorities, granting 
provinces control of their own programming. Devolution in the health and 
education sectors will require continued attention over the coming year. A 
majority of funding in those two sectors had originally been planned to support the 
federal ministries. However, these programs are currently being redesigned to 
account for different levels of capacity and need within each province. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Nita M. Lowey (#lla,b cl) 
Subcommittee on State, Justice and Related Programs 
House Appropriations Committee 
March 10, 2011 


Question : 

Corruption and Aid to Pakistan: Secretary Clinton stated that the United States will 
press Pakistan on coiruption to ensure that the American taxpayer is not footing the 
bill when widespread corruption may be interfering with the delivery of assistance; 
yet the Administration has pledged to channel most U.S. assistance through 
Pakistan’s government agencies and local contractors. 

a. What portion of all U.S. aid to Pakistan is distributed through the Pakistani 
government and local contractors? 

b. Do you believe that the Pakistani government and local contractors are 
capable of managing such large sums of aid? 

c. How has the State Department improved monitoring of U.S. aid and 
accountability to ensure it achieves the intended development goals? 

o Are these efforts having an impact on accountability, governance and 
program implementation? 

o What more could the United States government do to ensure the most 
capable people are brought into key ministries? 

d. What accountability measures have the Pakistanis instituted? 

o Are there particular ministries that show promise? 

o Are there others that need additional support and attention in the 
coming year? 


Answer: 
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Slightly more than half of FY 2010 fiinds are going through Pakistani 
entities. We remain committed to building the capacity of Pakistani institutions to 
address the most critical needs of its citizens. To accomplish this, programs are 
implemented directly through the Government of Pakistan or Pakistani non- 
governmental organizations, rather than international contractors. We are 
committed to investing U.S. assistance in a manner that best advances U.S. foreign 
policy interests in Paki.stan while ensuring that U.S. funds are expended for the 
purposes intended. 

USAID’s pre-award surveys process aims to identify weaknesses in the 
administrative and financial management structure of every organization we intend 
to fund. In most cases our partners are capable of managing the assistance we 
intend to provide. If USAID identifies vulnerabilities within a potential partner 
organization, then USAID determines the necessary steps to address the 
vulnerabilities through the Assessment and Strengthening Program (ASP). ASP 
works through local firms to conduct pre-award assessments, build institutional 
capacity, and provide training in financial, procurement, and management to local 
implementing partners. ASP will also embed specialists with these organizations, 
in the event that an entity needs technical or professional management or financial 
support. Finally, on some occasions, a determination will be made that USAID 
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will not work with these organizations if the additional support requirements are 
found to be excessive. 

USAID frequently funds work on a reimbursable basis, where the 
government conducts the work, and we then carefully review^ their paperwork 
before providing any reimbursements. 

Similarly, when the U.S. provides border security, coiinternarcotics, or law 
enforcement training, equipment, and infrastructure support to Pakistan, the 
Bureau for International Narcotics and Law Enforcement (INL) conducts on-site 
inspections, requires regular reporting, participates in project bidding review 
processes, and conducts rigorous end-use monitoring of ail assistance. 

In Islamabad, the Office of the Coordinator for Economic and Development 
Assistance works in tandem with the USAID Mission, other USG implementers, 
the U.S. Ambassador, and the interagency community in Washington to monitor 
the progress of programming and ensure it is making progress toward achieving 
development goals. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Nita M. Lowey d,e) 

Subcommittee on State, Justice and Related Programs 
House Appropriations Committee 
March 10, 2011 


Question: 

What more could the United States government do to ensure the most capable 
people are brought into key ministries? 

Answer: 

Government of Pakistan officials have told us that they welcome the flow of 
USG assistance through Pakistani government entities, in part because it helps the 
GOP improve the management of its own funds. Coordination helps build stronger 
professional and diplomatic relationships that instill trust and strengthen ties, 

Question: 

What accountability measures have the Pakistanis instituted? 

Answer: 


Over the years, the GOP has developed extensive monitoring and evaluation 
procedures, which in some cases they have had to amend or improve to meet our 
requirements. Pakistan has a National Accountability Board and a Supreme Audit 
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Agency, with which USAID have a Memorandum of Understanding to allow 
access to financial and audit records for GOP entities. Both oversee and audit 
foreign assistance programs. 

Question: 

Are there particular ministries that show promise? 

Answer: 

Approaching work on a reimbursable basis has worked well for 
infrastructure under construction by the Frontier Works Organization (FWO) and 
the Water and Power Development Authority (WAPDA). These organizations 
implement road construction in the FATA and energy infrastructure projects, 
respectively. With the FWO and WAPDA, these ministries tend to utilize 
established contractors to complete the work in a timely and accountable manner. 
Question: 

Are there others that need additional support and attention in the coming year? 
Answer: 

USAID works closely with a number of ministries, many of which are 
undergoing devolution of their authorities in accordance with the 1 8th amendment 
to the Pakistani constitution passed in April 2010. The amendment devolves 
responsibilities of select federal ministries to provincial authorities, granting 
provinces control of their own programming. Devolution in the health and 
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education sectors will require continued attention over the coming year, A 
majority of funding in those two sectors had originally been planned to support the 
federal ministries. However, these programs are currently being redesigned to 
account for different levels of capacity and need within each province. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Nita Lowey (#12 a -d) 
Subcommittee on Foreign Operations 
House Committee on Appropriations 
March 10, 2011 


Iran Nuclear Ambitions: One of the urgent challenges we face in the Middle 
East is Iran. The Iranian leadership is dominated by hardliners whose 
pursuit of nuclear weapons, support for ten'orism through their Hamas and 
Hezbollah proxies, and assistance to armed groups in Iraq and Afghanistan 
continue to make Iran a threat to IJ.S. national security. 

Question : 

What is the Administration doing to put pressure on Iran as well as 
those countries that are not fully cooperating with the sanction efforts? 

Answer : 

U.S. and multilateral sanctions are having an impact. Iran is 
increasingly isolated from the international financial system, with limited 
access to financial seiwices from reputable banks. 

Since passage of CISADA, major energy traders have ceased supplies 
of refined petroleum products to Iran and the provision of jet fuel to 
government-ow'ned Iran Air, effectively reducing the latter’s servicing points 
and routes available. 

Iran’s shipping is also impaired. Large shipping companies are 
withdrawing from the Iranian market and reputable insurers and reinsurers, 
such as Lloyd's of London, no longer provide insurance for Iranian vessels. 



208 


Iran’s shipping line, IRISL, has been cited by the U.N. Iran Sanctions 
Committee for involvement in the shipment of goods in violation of Security 
Council resolutions. And IRISL has been sanctioned by the United States, 
the EU countries, Japan, South Korea and others. 

We continue to monitor and evaluate on a routine basis the potential 
activities that could violate CISADA or other U.S. sanctions, and we consult 
with foreign governments when appropriate. 

Question : 

How' is the Administration working with the EU, India, China and 
Russia to expand sanctions on Iran? 

° Are you working to overcome objections to further sanctions from 
Italy, Austria and Greece? 

Answer : 

Pressing Iran to come into compliance with its international nuclear 
obligations and to negotiate seriously is a top policy priority and a regular 
issue we discuss with official foreign counterparts. We remain committed to 
a negotiated solution, but it is clear that increased international pressure, 
particularly in the form of sanctions, is a critical element of our Iran strategy. 
We have a regular dialogue with the EU and key Member states, both 
through our Mission in Brussels and in Member capitals. These are 
augmented with expert- and high-level visits from Washington on a regular 
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basis to discuss a range of pressure measures. Topics covered include 
prospective new designations of front companies and human rights abusers, 
improvements on and better coordination of existing implementation, and 
possible new measures. We seize opportunities to discuss sanctions on Iran 
with other EU governments, as happened with Italy, Austria, and Greece 
during negotiations on the recent EU decisions strengthening sanctions 
implementation and designating new individuals and entities for violating or 
evading sanctions. 

Sanctions on Iran were an important part of President Obama's visit to 
India in January, which resulted in the first-ever Indian endorsement of 
Security Council resolutions calling for suspension of aspects of Iran's 
nuclear program and imposing sanctions. Since then, India has taken a 
number of steps to reconfigure its commercial and financial relationship 
with Iran in line with international sanctions measures. 

With China and Russia we conduct extensive and regular discussions 
at all levels, not only in the context of their full and largely positive 
participation in the 5+1 talks with Iran, but also to limit commercial and 
investment ties to Iran. 

China has played an important role in the diplomatic efforts to address 
the threat posed by Iran’s nuclear program. We have called upon China to 
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ensure that it is fully implementing its UN Security Council obligations and 
to take additional steps to restrict any new economic activity with Iran that 
might provide support to its nuclear program. Iran’s nuclear program was a 
key topic of President Obama’s most recent talks with President Hu during 
his visit to Washington. China reiterated during the State visit that it is 
committed to implementing al! UN Security Council resolutions on Iran 
fully and faithfully. We welcome that assurance and look forward to 
continuing to consult with China on these subjects. 

Question : 

What steps is the Administration taking with the Europeans and other 
willing countries to enforce the sanctions currently in place? 

Answer : 

We have regular conversations with governments around the world, 
including in Europe, to advance implementation of sanctions on Iran, alert 
them to possible attempts to evade Iran sanctions, and to improve 
coordination. These conversations occur through our diplomatic personnel, 
in high-level and expert-level visits to capitals, and through the visits of 
foreign officials to the U.S. 
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We also engage actively with the private sector and media in countries 
having a commercial relationship with Iran, to explain the provisions of U.S. 
law and the restrictions imposed by UN Security Council resolutions. 

We have used all the provisions of U.S. law fully; we have imposed 
sanctions on two foreign companies, afforded treatment under the C1SAD.A 
"special rule" to five companies based on their assurances that they were 
expeditiously ending their sanctionable activities in Iran and would not 
restart. We also have begun designating Iranian individuals for human 
rights abuses; to date, 10 have been designated. We review all cases of 
potential violation that come to our attention frorn any source and we 
anticipate additional actions in the future. 

Question : 

In the past, efforts in the United Nations and the IAEA have done little to 
prevent Iran fi'oni growing ever closer to acquiring the capacity to 
manufacture nuclear weapons. What other mechanisms and tools are you 
considering to ensure Iranian compliance and prevent further nuclear 
enrichment? 

Answer : 

UN sanctions and autonomous national measures taken by the United 
States, the European Union, Australia, Canada, South Korea, Canada, and 
others, have significantly slowed down Iran’s nuclear program, providing 
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additional time for the international community to work towards a 
diplomatic solution to Iran’s nuclear issue. 

The United States works with several governments to maintain 
pressure on Iran while encouraging it to sit down to substantive discussions 
with the P5+1 to address international concerns about its nuclear program. 

We are also active with partners in vigorously encouraging alt 
countries to fulfill relevant UN Security Council resolutions on Iran and to 
implement comprehensive export controls to stop the flow of sensitive dual- 
use and prohibited technology to Iran. 

The United States strongly supports the International Atomic Energy 
Agency’s investigation into Iran’s nuclear program and calls on Iran to fully 
comply with that investigation and to meet all of its international 
obligations. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Nita M. Lowey (12e) 

Subcommittee on State, Foreign Operations, and Related Programs 
House Committee on Appropriations 
March 10, 2011 


Question : 

Can you speak to the internal dynamics in Iran? How discontent is the general 
population towards the regime? How are new sanctions going to increase fissures 
between the population and the regime? 

Answer: 


As events over the past tw'o years have demonstrated, there is deeply-rooted 
dissatisfaction among Iranians with their government. While the opposition 
movement has been unable to stage any significant anti-government protests in 
recent months, a substantial divide persists between the government and the 
governed. The Iranian government continues to restrict the free flow of 
information, and intimidates, arrests, and convicts those Iranians whose views are 
thought to be at odds with the ruling establishment. Tensions between President 
Ahmadinejad and Supreme Leader Khamenei play out publicly, but there are no 
indications that they seriously threaten regime stability. 

It is difficult to ascertain the full effect of our U.S. and multilateral sanctions 


on the existing fissures between the people and the government. However, there is 
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evidence to suggest that popular dissatisfaction is growing over Iran’s economic 
mismanagement. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Jerry Lewis (#1) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriatio 
March 10,2011 

Statement by Rep. Lewis on Suicide Bomber Detection Systems 

“The Department of Defense developed a personnel-borne suicide-bomber 
detection system known as CounterBomber, which has been deployed to 
Iraq and Afghanistan during the last 3 years by the Army, Marine Corps, and 
Air Force as well as the Netherlands ground forces. On January 9, 2011, the 
Minister of National Defense of Afghanistan made a request to U.S. Army 
Lieutenant General Caldwell for the Lf.S. Government to furnish to the 
Government of Afghanistan Personnel Borne lED Detection capabilities 
such as CounterBomber and other advanced equipment currently in use by 
U.S. forces. If funded by the U.S. Government, Afghanistan would receive 
equipment, training and support for many as 200 CounterBomber systems 
that would reduce U.S. troop requirements to provide force protection 
measures, while fostering an organic capacity to stabilize Afghanistan and 
defeat suicide bombers.” 

Question : 

Secretary Clinton, what action is the State Department taking to work with 
the Defense Department to expedite approval of this request from the 
Government of Afghanistan? 

Answer: 


While the government of Afghanistan makes many requests for various 
types of equipment and hardware, DoD procures equipment from a list of 
validated requirements. The CounterBomber remains an expensive material 
solution that is not currently on the list of validated requirements for the 
Afghan government. In the case of the CounterBomber technology, we have 
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not yet received a request from DOD on behalf of the Government of 
Afghanistan. 
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Questions for the Record Submitted to 
Secretary of State Hillary' Rodham Clinton by 
Representative Jerry Lewis (#2) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10, 2011 


Question: 

Do you agree that it is in our national interest to help the Afghanistan 
Government become more self-sufficient in terms of protecting its citizens 
and its infrastructure against suicide bombers, by providing proven 
technologies like CounterBomber and the necessary funding to Afghanistan? 

Answer: 

Security and transition are mutually reinforcing processes. Our aim is 
to assist in achieving a responsible and irreversible transition to full Afghan 
responsibility by 2014. Sufficient governance and development must 
underpin sustainable transition, and the U.S. civilian mission in Afghanistan 
is shifting to focus more on capacity building. We will continue to work, 
with our Afghan counterparts to develop security systems that can help 
protect their populace and infrastructures from threats including lEDs and 


suicide bombers. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Jerry Lewis (#3) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10,2011 


Question: 

What efforts does your Department have underw'ay to implement tlie use of 
CounterBomber systems to protect U.S. embassies against personnel-borne 
suicide bomber attacks in high threat areas such as the Middle-East and 
Africa? 


Answer: 

The Department of State has worked through the Interagency Standoff 
Explosives Detection and Defeat Subgroup (ISEDDS) working group under 
the Countering Terrorism Technology Support Office (CTTSO) on such 
systems. This work has included reviewing CounterBomber and other 
backscatter and millimeter wave portal units from various vendors. The 
Department of State is also aware of U.S. Army testing of the 
CounterBomber for inspection points. It is our understanding that there 
were mixed results with issues including false positives and throughput 
capacity. In general, the CounterBomber best demonstrates its potential in 
controlled conditions and may not be the precise technology required for 
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field deployment at this time. Leveraging the work of the ISEDDS and 
other agencies including DoD and DHS, the Department continues to 
evaluate explosive detection technologies that provide effective value in the 
operational conditions encountered abroad. CuiTent technologies used by 
the Department of State have been highly effective for screening at 
perimeter access points. 



Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Jerry Lewis (#4) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10, 2011 


Question: 

Please put in the record a detailed list of each organization that will 
participate in the U.S. Government's response to the request from the 
Afghanistan government for assistance with personnel-borne lED detection 
systems, and key milestones and an estimated timeline for when the request 
can be expected to be approved by the U.S. Government. 

Answer: 


Since the CounterBomber is not currently a validated request from 


DOD for Afghanistan, there is no timeline that depicts key milestones. 
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Questions for the Record Submitted to 
Secretary of State Hilary Rodham Clinton by 
Representative Jerry Lewis (#5) 

House Committee on Appropriations 
Subcommittee on State, Foreign Operations and Related Programs 
March 10,2011 


Question : 

What effect will the seizure of almost $32 billion of Libyan assets have on 
Qadhafi’s government? How will this seizure affect the Libyan people? Or even 
the rebel movement? 

Answer: 


Economic sanctions, the travel ban and the arms embargo are clearly having 
an effect on isolating and increasing pressure on the Qadhafi regime. The United 
States has deprived the regime of access to over $34 billion in funds and assets 
which could potentially be used to support Qadhafi’s attacks against the Libyan 
people. There are indications that the regime, which had initially been paying 
supporters to attend rallies and demonstrations, is no longer able to offer cash 
payments. In addition, we understand that the regime’s access to fuel supplies has 
been reduced. The longer international sanctions are in place against the regime, 
the more pressure will mount on Qadhafi to stop the violence, relinquish power 
and permit a peaceful transition to democracy. The expansive array of sanctions 
that have been imposed on the regime, both bilaterally and muitilaterally, also 
communicates the international community’s resolve in Libya and sends a 
powerful message to Qadhafi’s associates that there is no going back. 
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United Nations Security Council Resolutions 1970 (201 1) and 1973 (201 1), 
which imposed sanctions on the Qaddafi regime, anticipated that frozen assets 
would be made available at a later date to and for the benefit of the Libyan people. 
In Rome, participants in the Libya Contact group, including Secretary Clinton, 
reaffirmed their commitment to enhancing support for the Libyan people. As part 
of that effort, we are consulting with Congress and our international partners on 
how to make use of the frozen assets. The Administration has recently proposed 
legislation that would allow a portion of frozen regime assets to be used to provide 
humanitarian assistance to and for the Libyan people. Representatives of the 
Libyan Transitional National Council have welcomed the use of vested 
Government of Libya assets to help meet the growing humanitarian needs of the 
Libyan population. 
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Questions for the Record Submitted to 
Secretary of State Hillary Clinton by 
Representative Jerry Lewis (#6) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10, 2011 


Question; 

A year ago, I expressed my concerns about the tensions between India and 
Pakistan. I am particularly concerned about a “Mumbai” style attack that could 
trigger a larger confrontation between these two nuclear powers. Will you tell us 
what diplomatic efforts are being made in that region to ease these tensions? Will 
you also tell us how well the State Department is communicating with your DOD 
(CENTCOM/PACOM) counterparts in the region? 

Answer; 


The United States has always welcomed dialogue and better relations 
between India and Pakistan and we were highly encouraged by the announcement 
in February by the two sides to resume dialogue. The “cricket diplomacy” of the 
Prime Ministers Singh and Gilani, the Home Secretary talks on March 29, and the 
Commerce Secretary talks on April 27-28, have set out positive concrete actions 
for both sides that should help over time to normalize the bilateral relationship. 
However the pace, character, and scope of any dialogue is for the Indian and 
Pakistani governments to determine. We remain concerned about the potential for 
terrorist groups, particularly Lashkar-e-Taiba, to derail the progress achieved thus 
far. We are working closely with Pakistan to counter such groups, which threaten 
Pakistan’s interests as much as they do the security of India and the U.S. The State 
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Department coordinates closely with the Department of Defense on 
counterterrorism and contingency issues pertaining to the region. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Jerry Lewis (#7) 

House Committee on Appropriations 
March 10, 2011 


Question : 

The Administration is requesting a total of $3 billion in FY2012 for 
Pakistan, $1.2 billion in Overseas Contingency Operations and $1.8 billion 
in enduring programs. Some prior deficiencies were identified by GAO in 
the monitoring and evaluation of US assistance to Pakistan. I feel it is 
important that future assistance has the proper oversight and meets US 
standards for internal controls. Will you comment on this issue? Are you 
confident that these funds will not be subject to waste, fraud and abuse? 

Answer : 

Our continued engagement with Pakistan is critical to our long-term 
national security and regional interests. The State Department, USAID and 
the Department of Defense have put into place robust monitoring and 
accountability mechanisms to ensure proper use of taxpayer funds allocated 
towards security and civilian assistance programs to Pakistan. 

The State Department does not provide any funding directly to the 
Government of Pakistan as part of its security assistance programs, which 
include Internationa! Military Education and Training (IMET), Foreign 
Military Financing (FMF), and the Pakistan Counterinsurgency Capability 
Fund (PCCF). These programs are designed to provide grant assistance in 
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the form of training and equipment to Pakistani security institutions, and do 
not involve actual funding transfers to the government of Pakistan. As such, 
the State Department and the Department of Defense, which assists in 
carrying out many of the activities funded through State’s security assistance 
streams, focus on ensuring that goods and services provided through our 
programs comply with all applicable laws and our original intent for the 
assistance. 

In particular, the United States is fully committed to meeting our 
obligations under the Arms Export Control Act to ensure that our military 
assistance is used for its intended purpose and to preserve the technological 
advantages enjoyed by the U.S. military. To do this, we ensure recipient 
nations’ compliance with these measures with rigorous end-use monitoring 
through the Department of Defense’s Golden Sentry program. Golden 
Sentry requires monitoring of both sensitive and nonsensitive defense 
equipment transferred by the United States to foreign countries to ensure that 
the defense articles and services are utilized and safeguarded in accordance 
with the terms and conditions for the transfers. 

While the GAO audit “Accountability for U.S. Equipment Provided 
to Pakistani Security Forces in the Western Frontier Needs to Be Improved” 
(GAO-l 1-1 56R) noted that accountability for U.S. equipment provided to 
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Pakistani Security Forces in the western frontier could be improved, the 
audit focused on DoD’s wTitten documentation of internal controls in 
handling equipment prior to release to the government of Pakistan, a 
deficiency which has been addressed by the Office of the Defense 
Representative-Pakistan (ODRP). The report also recommended that the 
Defense Security Cooperation Agency (DSCA) conduct a compliance 
assessment visit to verify that both Pakistan and U.S. security assistance 
personnel are in compliance with end-use, security, and accountability 
procedures. DSCA is undertaking this compliance assessment during the 
week of July 25. 

For civilian assistance, any Pakistani institution must undergo a 
rigorous pre-award survey process before it is entrusted with U.S. taxpayer 
funds via USAID. USAID ensures the accountability, transparency, and 
overall sound management of the funds by assessing the institution’s 
organizational and management structure, accounting, financial management 
systems, interna! controls, technical capabilities and quality assurance 
capabilities. If USAID’s analysis reveals significant weaknesses in any of 
these business functions, USAID will institute capacity building, training, 
embedded specialists, and other risk mitigation measures to ensure that 
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taxpayer funds are properly utilized, or in some cases decide not to provide 
funding through the institution. 

All Pakistani entities that receive U.S. civilian assistance funds 
through USAID are subject to audit, and those funded on a reimbursement 
basis must meet our rigorous documentation standards in order to be 
reimbursed for any costs incurred. The Pakistani National Accountability 
Board and the Pakistani Supreme Audit Agency, which oversee and audit 
foreign assistance programs, also have a Memorandum of Understanding in 
place with USAID that permits U.S. government access to financial and 
audit records of GOP entitites, reinforcing the concept of strong financial 
management and accountability controls throughout the integrated civilian 
assistance program. 

USAID has hired consultants to assist its Islamabad and FATA 
operations to improve their performance management plans and evaluation 
efforts, as was recommended in the GAO’s “Combating Terrorism: Planning 
and Documentation of U.S. Development Assistance in Pakistan’s Federally 
Administered Tribal Areas Need to be Improved” Report (GAO- 10-289). 
USAID has also hired more Foreign Service Nationals (FSNs) in Peshawar, 
including engineers and accountants, to directly monitor and evaluate 
programming in the FATA, an area that poses security challenges to U.S. 
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staff. These FSNs validuate the procurement and progress of activities by 
producing detailed reports on outputs, processes, and performance. Their 
work strengthens USAID’s multi-tiered monitoring system with more 
checks and balances in the process, as was recommended by the 
aforementioned report. 

The State Department’s International Narcotics and Law Enforcement 
(INL) Bureau, which provides border security, counternarcotics, equipment, 
and infrastructure support and training to Pakistan police and civilian 
security forces, also has rigorous audit procedures in place. INL participates 
in the project bidding review process, conducts on-site inspections, requires 
regular reporting, and conducts end-use monitoring of its assistance efforts 
to ensure proper use of taxpayer funds. Department and bureau efforts to 
improve the tracking of performance and impact of programs are ongoing. 
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Questions for the Record Submitted to 
Secretary of State Hillary Clinton by 
Representative Jerry Lewis (#8) 

Subcommittee on State, Foreign Operations, and Related Programs 
House Committee on Appropriations 
March 10, 2011 


Question : 

How can the U.S. play a larger role in Latin America? 

Answer : 

U.S. foreign policy in Latin America is focused on four over-arching 
priorities critical to people in ever}' society: 1) promoting social and economic 
opportunity for everyone; 2) securing a clean energy future; 3) ensuring the safety 
and security of all of our citizens; and 4) building effective institutions of 
democratic governance. Additionally, we seek to strengthen multilateral and 
regional institutions, especially the Organization of American States, on the basis 
of mutual respect and shared responsibility through dialogue and engagement. 

Through our foreign assistance programs, we aim to achieve high impact on 
areas vital to the U.S. interest, leveraging the capabilities of the governments and 
people of the Americas, and laying the groundwork for a deeper and more 
productive partnership with the region as a whole. However, our budget priorities 
represent only one component of total engagement between the United States and 
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- 2 - 

our neighbors in the Western Hemisphere. In 2010, total IJ.S. merchandise trade 
between the United States and Latin America and the Caribbean reached $662 
billion. More than 40 percent of the region’s exports flowed to the United States, 
making us their single largest export destination - as well as the largest source of 
foreign direct investment for the Americas. Latin America and the Caribbean is a 
key target of the President’s National Export Initiative as 42 percent of total U.S. 
exports go to the region (not including Canada). 

The United States is working to enhance citizen safety through the Merida 
Initiative, the Central America Regional Security Initiative, the Colombia Strategic 
Development Initiative, and the Caribbean Basin Security Initiative. The goal of 
these initiatives is to break the power, violence, and impunity of the region’s drug, 
gang, and criminal organizations, while strengthening law enforcement and justice 
sector institutions. 

The promotion of social inclusion and human rights in the region is another 
important component of our engagement. Marginalized populations are more 
vulnerable to the violence affecting the region. Women, LGBT persons, youth, 
people with disabilities, indigenous people, and Afro-descendants suffer higher 
levels of violence, inequality, displacement, and discrimination, than other groups, 
and when victimized are disproportionately further disadvantaged by impunity for 


those who abused them. 
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- 3 - 

Our public diplomacy programs leverage the power of people to people 
exchange and digital media to expand our reach and empower those who want 
positive change in their communities. Through youth service projects, sports and 
leadership camps, science education, and entrepreneur mentoring, we are w'orking 
to expand opportunities and encourage every citizen to help build a more 
prosperous and more equitable community of the Americas. Our engagement with 
our neighbors and our success at enlisting public and private partners has had 
positive implications for trade and jobs, security, prosperity, and energy and 
climate change, which will impact our ability to meet our common challenges and 
take advantage of opportunities that can benefit us all. 
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Questions for the Record Submitted to 
Secretary of State Hillary Clinton by 
Representative Jerry Lewis(#9) 
Subcommittee on Foreign Operations 
House Committee on Appropriations 
March 10, 2011 


Question : 

The first female president of Brazil, Dilma Rousseff, has expressed interest 
in developing closer ties with the U.S. What specifically are we doing to 
foster a closer relationship with Brazil? 

Answer : 

The United States and Brazil enjoy a close and rapidly expanding 
partnership. President Obama’s visit to Brazil in March highlighted the 
depth of the relationship between Brazil and the United States, which is 
based on shared values and is characterized by the ties of friendship. Our 
countries signed a series of important agreements and memoranda during the 
visit, including an Agreement on Trade and Economic Cooperation, an 
Agreement on Air Transportation and associated Memorandum of 
Consultations on Air Transportation, and a Memorandum of Understanding 
that will promote decent work conditions in third countries. 


We engage with Brazil in development cooperation in Africa and have 
excellent ongoing cooperation in Haiti. We are working together to promote 
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renewable energy , including in biofuels research, standards, and expansion 
of clean biofuels in third countries. Under the Energy and Climate 
Partnership of the Americas, we collaborate on sustainable urban 
development and planning issues. We also are working together to combat 
racial discrimination, advance the empowerment of women, and eliminate 
exploitative child and forced labor. In these and other areas, the U.S.- 
Brazilian partnership has the potential to have a major positive global 
impact. 

During President Obama’s March visit, he and President Rousseff 
decided to elevate the Global Paitnership Dialogue (GPD), one of our major 
dialogues, to the presidential level. The second ministerial-level meeting of 
the GPD is scheduled to take place in Washington, D.C. this June. The GPD 
represents our commitment to strengthening our bilateral engagement and 
close cooperation, and to addressing the challenges of our day. It builds on 
our economic cooperation; combating racial discrimination; promoting 
science, technology, and protection of the environment; trilateral 
development cooperation in Africa and Haiti; empowering women 
economically and socially; education and culture; democracy and human 


rights; and global issues. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Mario DIaz-Balart (la - le and Ih and Ij) 
Subcommittee on State, Foreign Operations and Related Programs 
House Committee of Appropriations 
March 10,2011 


Question : 

la. How does the United States, Department of State, and/or the U.S. Interests 
Section in Havana (“USINT”) select non-U.S. nationals to work in USINT? 

Answer : 

Available positions are advertised for two weeks via the USINT Newsletter 
and its public w'eb page. Applications received are pre-screened to select those 
candidates who meet the minimum requirements: level of education; work 
experience; language skills; and any other job-specitlc requirements (computing 
skills, ability to operate machinery, a valid driver’s license, etc.). 


The applications of the candidates who meet the minimum requirements are 
forwarded to the requesting supervisor for review and interviews are scheduled. 

All USINT positions are filled by contract through the Cuban government 
employment agency, Palacios de Convenciones (PALCO). In order to hire an 
applicant as a Local Contract National (LCN), we submit a letter to PALCO 
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requesting its approval of our selected applicant. The PALCO response may take 
between 30 to 90 days. 

If the applicant receives PALCO approval, s/lie is scheduled for an interview 
with the Regional Security Officer who may (or may not) certify the candidate for 
employment at USINT. If the candidate is certified by the RSO, we sign an 
employment contract with PALCO. Technically, all LCNs are employees of 
PALCO contracted to USINT. 

Question : 

lb. CUBALSE, an agency of the regime in Cuba until 2009, used to provide 
personnel to USINT. What agency in Cuba now has the responsibility of 
providing personnel, personnel recommendations and/or other assistance to 
USINT? Is the Cuban military involved in providing personnel or personnel 
recommendations to USINT? 

Answer : 

The former CUBALSE is now PALCO. While we receive candidate 
referrals from PALCO, more often we submit the names of candidates we have 
independently recmited through the process described above for approval. The 
Cuban military is not involved in providing personnel to USINT either directly or 
through PALCO. 



237 


Question : 

1 c. How many personnel are provided by the regime in Cuba, or an agency 
thereof? 

Answer : 

We have 293 LCNs working at USINT. All LCNs are employees of 
PALCO contracted to USINT. 


Question : 

1 d. How much does the regime, an agency or agencies of the regime, and/or the 
Cuban military bill the Department of State, USINT, or the United States 
Government (“USG”) for those services? How much was paid by the USG for 
those services since FY2009? 


Answer: 


FY 

LCN Salary 
(iaba)* 

PALCO 
Contract Fee 

Total 

2009 

$1,858,254 

$929,226 

$2,787,479 

2010 

$1,997,529 

$988,867 

$2,986,396 

2011 

(estimate) 

$2,071,910 

$1,107,202 

$3,179,112 


Question ; 

le. Does the USG pay any additional moneys to these people? 

Answer : 

We pay a contract fee to PALCO for the LCNs employed at USINT. LCNs 


receive only a small percentage of this contract fee from PALCO as their formal 
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salary; as a result, we pay LCNs a “jaba” which is a supplementary salary. The 
average “jaba” is much larger than the salary paid by PALCO. 


Question : 

Ih. What are the positions filled currently by non-U.S. nationals at USINT? How 
many of those positions were filled with personnel provided or recommended by 
the Cuban regime, or any of its agencies? Do Cubans who come into USINT for 
consular reasons see these employees? If so, for what reasons? 

Answer : 

LCNs occupy jobs that are not performed by U.S. direct hires and which do 
not require a security clearance. These positions range from menial and semi- 
skilled such as custodians, carpenters, mechanics, visa assistants, drivers, 
gardeners, guards, truck drivers, telephone operators to such professional 
occupations as physician, nurse, and cultural assistant. Cubans who come to 
USINT to obtain visas do see Consular LCN employees. They also see the Local 
Security Guard force at the entrances. 


Question : 

Ij. In light of previous violations of the diplomatic pouch by the regime, the 
detention for over a year of Mr. Alan Gross, and the State Sponsor of Terrorism 
designation, should the United States consider employing only American 
diplomats, their relatives, or foreigners on loan from other governments that are 
not provided by the regime or one of its agencies? 
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Answer : 

We do employ the spouses of American diplomats, as well as Third Country 
Nationals (TCN) from countries with embassies in Havana, in an effort to reduce 
the need for LCNs. Given the cap of 51 American diplomats at USINT, however, 
we do not have enough spouses to fill all the possible jobs available. In addition, 
most other diplomatic missions in Havana are relatively small so tlie available pool 
of TCN diplomatic spouses is limited. We currently employ 14 American spouses 
and ten TCNs. With our mission requirements and chronic gap in staffing, the 
available non-Cuban labor pool does not meet our demand for labor. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Mario Diaz-Balart (2a) 
Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10, 2011 


Question : 

United States Interests Section (USINT) in Havana would receive $1 1 .741 
million in FY 2012 under the proposed budget which would be a 34.4 
percent increase over its budget of $8,735 million for FY 2011. What is the 
justification for this increase? How does the Department of State plan to 
spend the additional money? How much of any funds provided to USINT 
will be used to pay for regime-provided employees? How much of this 
funding will be used for visas to Cuban nationals as part of exchange (art, 
cultural or other exchange) programs? How much of this funding will be 
used for visas for Cuban “officials”? 

Answer : 

The FY 2012 request for USINT is 34.4 percent above the FY 2011 
CR level. However, the FY 201 1 CR amount shown for USINT will not be 
enough to maintain current services. The Bureau of Western Hemisphere 
Affairs (WHA) currently estimates that USlNT’s mid-year targets for FY 
201 1 will require $10,757 million to continue existing State operations. The 
increase over the FY 2010 level is necessary to maintain ongoing State 
operations as well as provide adequate funds to cover a 200 percent increase 
in electricity costs, 18 percent increase in rising fuel costs, 13 percent 
increase in personnel costs. 
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The FY 2012 request of$l 1.741 million represents a 9,1 percent 
increase ($984,000) when compared to the current WHA estimate required 
to maintain ongoing FY 201 1 State operations). If approved at the requested 
level, the increase would be used to support ongoing operations and normal 
cost inflation increases. In addition, the increase would be used to replace 
and update aging USINT and residential infrastructure that has been 
degraded because of the ongoing refusal of the Government of Cuba to 
allow adequate importation of these items. The increased funding would not 
be used to hire additional employees or to expand exchange programs. 

USINT estimates that $2,595 million will be spent in FY 2012 on 
local employees. USINT also estimates that another $36,000 will be spent 
in FY 2012 administrative and labor costs to process visas for Cuban 
nationals participating in privately-organized cultural and/or educational 
exchange programs. It is estimated that another $6,000 in administrative and 
labor costs will be spent in FY 2012 to process official visas. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Mario Diaz-Balart {2b) 
Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10, 2011 


Question ; 

The State Department’s Office of Cuban Affairs would receive $3,608 
million under the FY 2012 budget, which is a 42.8 percent jump over the 
$2,526 million received in FY 201 1. Flow would this additional funding be 
used? 

Answer : 

The FY 20 1 2 request represents a 40.8 percent increase (or $ 1 .082 
million) above the FY 201 1 CR level as shown. Due to years of import 
restrictions by the Government of Cuba, much of the United States Interests 
Section (USINF') in Flavana’s office and residential infrastructure has been 
degraded and is in need of replacement. If funded at the requested 20 1 2 
level, $1,082 million will be held domestically in reserve and will be allotted 
late in FY 2012 to further USINT’s infrastructure replacement needs 
assuming more pressing and urgent priorities within the region do not arise. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Mario Diaz-Balart (#3) 
Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Foreign Affairs 
March 10, 2011 


Question : 

Democracy Assistance: $20 million in ESF for Cuba. 

3a. In regard to democracy assistance, what are the Administration’s plans for the 
Cuba program? 

3b. What percentage of the funding and programming will be devoted to real, 
traditional democracy work such as support for civil society, the families of 
political prisoners, independent journalists and librarians, and information 
technology assistance and equipment? 

3c. What is the reason for the delay on the CN? 

3d. Is the program on track to expend the entire $20 million budgeted for 
democracy assistance to Cuba in FY2010 on promoting democracy in Cuba? 

3e. Is the program on track to spend the entire $20 million budgeted for democracy 
assistance to Cuba in FY201 1 on promoting democracy in Cuba? 


Answer : 

The focus of our assistance programs in Cuba remains to provide 
humanitarian assistance to political prisoners and their families, strengthen Cuban 
civil society and encourage civic participation, and promote fundamental freedoms 
and basic human rights, including free expression. 
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We continue to stress the importance of access to information and the free 
circulation of information to, from, and within the island. To improve human 
rights conditions on the island, our programs will increase the capacity and 
professionalism of civil society groups to monitor and document human rights 
abuses. Programs are also designed to empower civil society and, specifically, to 
reach out to marginalized groups including those with disabilities, the LGBT 
community, and those who have been sexually exploited. Furthermore, some 
programs also provide for dissemination of information about market economies. 

We sent up Congressional Notification for FY2010 programs on March 31, 
201 1, after conducting robust interagency and Hill consultations. We would be 
pleased to brief Members of Congress on the details of these programs. If the 
funding is released within a reasonable time, we anticipate we will be able to 
implement the programming as plaimed. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Mario Diaz-Balart (#4a) 
Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Foreign Affairs 
March 10,2011 


Question : 

So far, the administration has announced the easing of regulations twice - in April 
of 2009 and in January of 201 1. Between April 2009 and January 2011, we have 
witnessed the death of political prisoner Orlando Zapata Tamayo at the hands of 
the regime, the continued oppression of the Cuban people, and the prolonged, 
unjust imprisonment of U.S. aid worker and humanitarian Alan Gross. 

What will be the consequences for the regime? Tightening the regulations? Harder 
push on democracy assistance? At the very least, a State Department travel 
warning? 

Answer : 

As I stated in my testimony before this Committee, we share your 
commitment to freedom and democracy for the Qiban people. All of the 
Administration’s actions with regard to Cuba have been carefully measured and 
predicated on the belief that these actions support U.S. national interests and 
benefit the Cuban people. 


As you are aware, Febimary 23, 201 1 marked one year since the death of 
Orlando Zapata Tamayo, a courageous humanitarian who died defending a 
universal human right — freedom of expression. Mr. Orlando Zapata Tamayo’s 
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death highlights the injustice of Cuba's detention of political prisoners, all of whom 
should now be released now. We look forward to the day when all Cuban citizens 
can freely determine their future and express their thoughts and opinions in their 
country without fear of detention or unjust imprisonment. 

With respect to the case of Alan Gross, we deplore the recent ruling issued 
by the Cuban court. Alan Gross is a dedicated international development worker 
who has devoted his life to helping people in more than 50 countries. Alan Gross 
has been unjustly Jailed for far too long, and we continue to call on the 
Government of Cuba to immediately and unconditionally release him. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Mario Diaz-Balart (#4b) 
Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Foreign Affairs 
March 10, 2011 


Question : 

What is your response to the February 201 1 IMF working paper which concludes 
that the effect of expanded travel as a result of the 2009 regulation changes on 
travel and remittances has supported the regime in Cuba? Is propping up the 
regime in Cuba the purpose of the regulation changes that the Administration 
implemented in 2009 and 201 1? If not, how does the Administration intend to 
adjust its Cuba policy so that the regime is not stabilized unintentionally with U.S. 
dollars? 


Answer : 

The Administration implemented a series of changes in 2009 and 2011 to 
U.S. policy to increase people-to-people contact, support civil society in Cuba, 
enhance the free flow of information to, from, and among the Cuban people, and 
help promote their independence from the Cuban state. All of these changes are 
intended to increase meaningful contact between Americans and Cubans. We 
believe that these actions, combined with the continuation of the embargo, are 
important steps in facilitating the Cuban people’s ability to freely determine their 


own future. 
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Questions for the Record Submitted to 
Secretary of State Hiilary Rodham Clinton by 
Representative Mario Diaz-Balart (#4c) 
Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10,2011 


Question : 

What is the Administration doing to insure that U.S. tourism to Cuba, which 
is prohibited by U.S. law, is not permitted under the new regulations? 

Answer : 

The purpose of the new regulations is to enhance contact with the 
Cuban people and support civil society; thus the licenses are targeted to 
facilitate purposeful travel only. Tourist travel, which is against the law, 
remains so with the release of the new regulations, and will not be 


authorized. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Mario Diaz-Balart {#4c) 
Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10, 2011 


Question : 

What is the Administration doing to insure that U.S. tourism to Cuba, which 
is prohibited by U.S. law, is not permitted under the new regulations? 

Answer : 

The purpose of the new regulations is to enhance contact with the 
Cuban people and support civil society; thus the licenses are targeted to 
facilitate purposeful travel only. Tourist travel, which is against the law, 
remains so with the release of the new regulations, and will not be 


authorized. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Mario Diaz-Balart (#5) 
Subcommittee on State Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10,2011 


Question : 

Lebanon: We have provided substantial assistance to the Lebanese 
government and the Lebanese Armed Forces in the past and the President 
requested $100 million in economic assistance, $100 million in military 
assistance and $25 million in security assistance for Lebanon for FY 2012. 
Given that the new Prime Minister of Lebanon is backed by Hezbollah and 
Hezbollah continues to take on a greater role in the Lebanese government, I 
am veiy worried about how this assistance might be used in the future and 
about the fact that the Lebanese army has done so little to prevent 
Hezbollah’s rearmament. 1 understand that the Administration is currently 
reviewing our assistance to Lebanon. What is the status of this review and 
how is it being carried out? How will our aid to Lebanon be affected in light 
of Hezbollah’s growing role in the government? 

Answer : 

Prime Minister-designate Najib Mikati is still in the process of 
forming his government. This process is ongoing, and it is not certain when 
it will be completed. In the meantime, the caretaker government of Prime 
Minister Saad Hariri continues to run the country. When the new 
government is formed, we will review its composition, policies, and 


decisions. 
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Our economic assistance programs offer economic opportunity to “at 
risk” populations. Expanding economic growth among Lebanon’s poorest 
populations and helping moderates lead the country’s development of 
credible and transparent institutions are key components of our strategy. 
Much of our economic assistance goes to non-governmental organizations. 

Since a new Lebanese government has not yet been formed, it is 
premature to judge it and make any determinations about the future of U.S. 
assistance to Lebanon. It is important that we continue to plan for ongoing 
assistance through FY 2012 in order to leave all options open. 
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Questions for the Record Submitted to 
Secretarj' Hillary Rodham Clinton by 
Representative Mario Diaz-Balart (#6) 
Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10, 2011 


Question: 

Many senior former US officials, including General James Jones, John Bolton, Lee 
Hamilton, and others, have already called for delisting of the main Iranian 
opposition, the MEK (people's Mojahedin Organization of Iran). The U.S. Court 
of Appeals — DC Circuit, ruled in July 2010 that the designation was in violation of 
due process and ordered the State Department to do a comprehensive review of the 
group’s status. Three MEK members were hung in Iran since December for their 
participation in the anti-government demonstrations, and their association with the 
group. What is the status of that review? You stated last week in the House 
Foreign Affairs Committee that you will make a decision “as soon as we can.” Do 
you have a time frame for that decision? 1 also want to express my strong support 
for the safety and well-being of Camp Ashraf residents. And encourage you to 
work with our allies to ensure their safety. 

Answer: 


We are working as quickly as possible to complete the Foreign Terrorist 
Organization review. In accordance with the Court’s ruling, the State Department 
is working with other agencies to declassify information we intend to use in the 
review for release to MEK’s counsel. The Department also must allow time for 
MEK counsel to respond to that information. Because much of the process 
depends upon other agencies and the MEK itself, we cannot accurately estimate 
when the review will be completed. 
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The Government of Iraq (GOI) assumed full responsibility for the protection 
of the camp and its residents, members of the Mujahedin-el Khalq (or MEK), 
beginning in 2009. Under the terms of our Security Agreement, which now 
governs the activities of all U.S. forces in Iraq, our military cannot legally 
undertake the mission of protecting Ashraf without GOI approval. The GOI has 
provided written assurances to us that it will treat the residents of Camp Ashraf 
humanely and not forcibly repatriate them to Iran. Embassy Baghdad both 
monitors the situation closely and meets periodically with camp observers from the 
UN to discuss the situation. Food, fuel and medical supplies are reaching residents 
of Ashraf. Nevertheless, Iraqi security forces and the Camp Ashraf leadership are 
engaging in a dangerous pattern of mutual provocation. We meet frequently with 
the GOI to convey our strong interest in all parties refraining from provocative 


actions at Ashraf 
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Questions for the Record Submitted to 
Secretary' of State Hillary Rodham Clinton by 
Representative Mario Diaz-Balart #7) 
House Committee on Appropriations 
Subcommittee on State and Foreign Operations 
March 10,2011 


Question ; 

China; In September 2010, Sec. Clinton said: “Rising debt levels pose a national 
security threat in two ways; it undermines our capacity to act in our own interest, 
and it does constrain us where constraint may be undesirable.” Cables released by 
Wikileaks show that in October 2008, China tried to pressure the U.S. on a variety 
of issues, including monetary policy and our approach toward Taiwan. The 
Chinese officials expressed hesitation to continued lending in light of arms sales to 
Taiwan. Have Chinese officials made these kinds of threats again? And isn’t this 
a vivid example how rising debt levels “constrain us where constraint may be 
undesirable?” 

Answer ; 

Approximately 70 percent of U.S. Treasury securities are held by domestic 
investors or the U.S. government, with only 30 percent of U.S. debt held by foreign 
entities. Externally owned U.S. debt is held by a diversified group of countries, 
and we are not overly reliant on any one overseas holder of U.S. Treasury 
securities. China’s holdings represent only about 8 percent of U.S. Treasury 
securities outstanding. 

While it is true that China has a strong interest in the stability of our debt, 
given its own holdings and its desire to maintain steady growth at home, China’s 
holdings of Treasury securities have no effect on U.S. foreign policy decisions. 
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Questions for the Record Submitted to 
Secretary Hillary Rodham Clinton by 
Representative Mario Diaz-Balart (#8) 
Subcommittee on State Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10,2011 


Question: 

Were you able to read the HM King Mohammed VFs speech yesterday on 
constitutional reform and regionalization in Morocco? It's of an historic nature. 
What are we doing to show major support to Morocco, who has been making real 
reforms over the past 1 5 years and is continuing to push forward with these 
profound changes and can become the model for the region? 

Answer: 

King Mohamed Vi’s March 9 speech on constitutional reform and 
regionalization was noteworthy, and we commend the King and the Moroccan 
government for these significant announcements of reform. On March 10, the 
State Department released a statement welcoming the content of the King’s speech. 


We demonstrate strong support for Morocco through the foreign assistance 
we provide, including a $700 million Millennium Challenge Compact aimed at 
poverty reduction. We urge the Moroccan government to help fulfill the political, 
social, and economic aspirations of the Moroccan people by moving quickly to 
implement significant reforms in these areas. We are collaborating with our 
Moroccan partners to see how the U.S. government can best contribute to the 


success of these reforms. 
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Questions for the Record Submitted to 
Secretary Hillary Rodham Clinton by 
Representative Mario Diaz-Balart (#9) 
Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10,2011 


Question: 

MINURSO (the UN Peacekeeping Operation that monitors the ceasefire). You 
have requested $16.4 million to continue to fund MINURSO to monitor the 
ceasefire between Morocco and the Frente Polisario. This peacekeeping operation 
has been going on for 20 years. Madame Secretary, while I support this 
peacekeeping operation for this year I am hopeful that this can be the final year. 

A bipartisan majority of the Congress (233 Members of the House and 54 
Members of the Senate) have sent you a letter endorsing the long standing policy 
of the United States to support a solution based on Autonomy under Moroccan 
sovereignty to be negotiated between the parties. 1 am please that you have also 
endorsed this policy begun under President Clinton, strengthened under President 
Bush and now continued under the Administration of President Obama. This is the 
correct policy. Now we should work together to see it implemented. Resolving 
this issue could truly further the types of regional and security cooperation needed 
to address the common challenges facing the countries of North Africa. What are 
we doing to support our policy and ensure that future rounds of negotiations 
between the parties are based exclusively on this realistic and widely supported 
formula (that is some form of autonomy under Moroccan sovereignty? 

Answer: 

We are working diligently towards a peaceful, mutually-agreeable resolution 
to the conflict that takes into account both the needs of the Sahrawi people and the 
facts on the ground. We absolutely agree that a mutually-agreed resolution of the 
conflict in Western Sahara would pay huge dividends in terms of regional 
cooperation in security, political, and economic matters. As 1 stated at a press 
conference with the Moroccan Foreign Minister on March 23 in Washington, 
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Morocco’s autonomy proposal is a serious, credible, and realistic approach toward 
resolving the conflict, and one that should be carefully considered by the parties. 
We are also encouraging both Morocco and Algeria to make tangible efforts to 
improve their bilateral relationship, which we view as essential to allow for lasting 
peace and prosperity in the region. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Diaz-Balart (#10) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10, 2011 


Question: 

MINURSO. One of the major issues that has always impeded the negotiations 
over the Western Sahara has been the lack of a census in the Polisario run 
refugee camps near Tindouf, Algeria. After satellite demographic analysis 
showed that there is, at most, not more than 90,000 people in the camps the 
amount of humanitarian aid was correctly reduced. However that is still not a 
census. These long term refugees need to be aware of their rights to work, move 
freely, have travel documentation and be accounted for humanitarian reasons. I 
support using a small portion of this money to allow UNHCR to conduct a 
census of the refugee population in these camps. They deserve their basic rights 
and a census is the easiest place to start. 1 hope that we can work together to 
give these people the rights that have been taken from them for 35 years. 

Answer: 


The exact number of refugees in the camps is hotly disputed and politically 
sensitive due to its implications both for humanitarian assistance and for any 
referendum that would ultimately be organized by the UN to determine 
Western Sahara's territorial status. Therefore, the term “census,” with its 
political connotations and suggestion of voting rights and proportional 
representation, is generally avoided in favor of the term “refugee 
registration.” 
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UN agencies and internationaJ donors, including the U.S. government, have 
long lobbied the Polisario to authorize a refugee registration in the camps. A 
registration was started in the 1990s, in anticipation of the agreed-upon 
referendum. However, the effort came to a halt midway. The Polisario later 
alleged that UNldCR shared with Morocco its preliminary results and has 
refused to allow a standard population verification since. As the years have 
gone by, the population of refugees has naturally increased; likewise, 
seasonal absences as refugees pursue employment and other endeavors 
outside of the camps also contribute to population fluctuations. However the 
Algerian government and Polisario Front have for over two decades put 
forth the unverified figure of approximately 165,000 refugees in the Tindouf 
camps. A UNICEF estimate extrapolated from children in school (there is a 
Polisario principle of universal education) agreed with the 165,000, but a 
satellite survey of shelters in the camps, commissioned by ECFIO to address 
collective concerns among international donors about beneficiary numbers, 
estimated a population figure of roughly 90,000. The 90,000 figure was 
adopted in 2005 and has served as the unofficial baseline for UN agencies 


since. 
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Humanitarian actors and donors are unified in the belief that a proper 
refugee verification would allow for more accurate provision of assistance. 
We, along with our partners, continue to urge the Polisario Front to 
authorize such a registration, but recognize also that discontinuing assistance 
in the absence of a registration would be catastrophic for the refugees. 
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Questions for the Record Submitted to 
Secretary of State Hillary Clinton by 
Representative Frank Wolf (#1) 

Subcommittee on State, Foreign Relations and Related Programs 
House Committee on Appropriations 
March 10, 2011 


Question : 

Over the past years you delivered two major policy addresses on the importance of 
a clear U.S. policy to promote Internet freedom in the world’s closed societies. 

Yet during the same period none of the budgets you submitted to the Congress 
requested funding for support in this area. Money was appropriated to State 
Department accounts in the FY 2009, FY 2010 and FY 201 1 budgets only because 
Congress put it there. Furthermore, it took the Department more than two years 
before Hinds were distributed to Internet freedom systems from the FY 2009 
appropriation, and more than 16 months passed before the Department even 
announced a plan for distributing its $30 million FY 2010 Internet freedom 
appropriation. In light of ongoing events in the Middle East and China’s continued 
censorship efforts, how does the Department reconcile the seeming disconnect 
between rhetoric and action? 

Answer: 


I have made advancing Internet freedom a global policy priority for the 
United States government, and our programming and policy initiatives advance a 
free and open Internet around the world. You mention in particular our 
programming. We have an innovative and effective program in place to empower 
digital activists around the world and counter the efforts of repressive governments 
to limit Internet freedom. Let me give you a quick overview. 
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The Department has distributed nearly $22 million in grants to support 
Internet freedom. We have spent it strategically and responsibly, and we have seen 
success. We have funded a dozen circumvention technologies. We also have 
funded other new technologies that are enabling Internet activists in closed 
societies to communicate securely. We have trained more than 5,000 digital 
activists around the world. We are not only giving people the tools; we are 
teaching them which circumvention technology to use when, what the risks are, 
how to keep their communications secure, and how to ward off hackers, detect 
spyware and use their mobile phones without tipping off the security police. 

The Department and USAID have notified Congress of plans to spend the 
remaining $28 million in grants to put new technological tools and know-how into 
the hands of human rights activists. Taken all together, this forthcoming package 
of programs represents an innovative and comprehensive set of tools to support 
those fighting Internet repression. We are ready to put those programs to work for 
people on the ground. 

Our programming is executed by a top-notch team of experts in this area 
who have deep ties to activists and civil society working in repressive 
environments. Several human rights and technology organizations that are very 
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familiar with our work - including Amnesty International, Human Rights First, the 
Center for Democracy and Technology, and others - have expressed support for 
our cutting-edge approach. 

We are ensuring that our government invests effectively and strategically in 
measures that will fight Internet repression successfully, and we are seeing the 
fruits of our efforts. We are grateful for the interest and continuing commitment 
that Congress has shown to this issue and look forward to collaborating with you 
further in this endeavor. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Frank R. Wolf (#2) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10,2011 


Question : 

The Inspector General's assessment of State's management and performance 
challenges indicates that, on average, each overseas position costs State $500,000. 
State Department is maintaining a presence in an increasing number of dangerous 
posts and plans to increase that presence in countries such as Iraq. But given the 
added resources needed in these complex conflicted nations, on average, what will 
the marginal cost be for a deployed State / USAID employee across these fragile 
states? 

Answer: 


For FY 201 1, the average cost to establish a Foreign Service position 
overseas is $533,617 including salaries, benefits and various support costs, such as 
ICASS, training, travel, and clearances. Personnel assigned to posts where there is 
a threat of physical harm or imminent danger as a result of civil insurrection, civil 
war, ten'orism or wartime conditions also receive danger pay, an allowance ranging 
from 5 to 35 percent of basic pay. All posts in Iraq and Afghanistan have a danger 
pay allowance of 35 percent, rates for danger pay at posts in Pakistan range from 
30 to 35 percent. Employees also receive post hardship differentials when serving 
at certain posts where living conditions are significantly more difficult than those 
in the United States, Post differential rates at such posts range from 5 to 35 
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percent. All posts in Iraq and Afghanistan have post differential rates of 35 
percent; rates in Pakistan range from 25 to 35 percent. When the maximum 
differentials and allowance are applied to the average salary of Foreign Service 
personnel posted overseas, these allowances and differentials can generate a 
marginal cost of up to $72,000 per position. For budgeting purposes, the 
Department applies the maximum percent for allowances and differentials because 
the Department and USAID are increasing their staffing levels predominantly in 
frontline states. 

In addition to the $72,000, there are approximately $42,000 in marginal 
support costs associated with deploying a State/USAID employee whether Civil 
Service or Foreign Service to Iraq, Afghanistan, or Pakistan. These include 
additional costs for training, rest and recuperation travel, and separate maintenance 
allowance. In total this brings the marginal salai 7 and support cost of a Foreign 
Service Overseas position in a frontline state to approximately $1 14,000. 

Because security costs are not calculated on a per capita basis, they are not 


factored into this calculation. 
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United States Department of Siatc 


Waihlnffum, D.C. 20520 


wwwsune.gov 


Dear Mr. Chairman: 

Pursuant to the Conference Report accompanying the Department of State, 
Foreign Operations, and Related Progrants Appropriations Act, 2010, we arc 
forwarding the report on the Establishment or Relocation of American Centers, 

We hope this information will be helpful. Please let us know if we can be of 
further assistance. 


Sincerely, 


Richard R. V'erma 
Assistant Secretary- 
Legislative Affairs 


Enclosure: 

As staled. 


The Honorable 

Daniel K, Inouye, Chairman, 

Committee on Appropriations, 
United States Senate. 
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Report to Congress 

on the Establishment or Re-location of American Centers 
P.L, 111-117 

Department of State, Foreign Operations, and Related Programs Appropriations 

Act, 2010 

The Conference Report accompanying the 2010 Department of State, 
Foreign Operations, and Related Programs Appropriations Act directs the Deputy 
Secretar)' for Management of the Department of State to provide a report to the 
Committees on Appropriations identifying possible American Centers for 
relocation (Conference Report 1 1 1-366, Explanatory Statement, P. 1437). The 
report should include security parameters, cost estimates, and proposed funding 
resources for such relocations. 

American Centers are defined as multi-purpose public access embassy-run 
and U.S. Government employee-staffed public diplomacy and outreach facilities 
located outside the U.S. embassy or consulate, some in commercially-leased space 
and others on non-chancery U.S. government compounds. Currently there are 39 
American Centers around the world. These facilities contain libraries, offer 
Internet access, provide program and outreach space, and engage in such activities 
as educational advising, cultural programming, exchange alumni support,, and in a 
few instances, English language instruction. 

.American Centers are usually staffed by Foreign Service Officers (FSOs), as 
well as Regional Information Resource Officers (IROs), Regional English 
Language Officers (RELOs), and Locally Employed Staff (LES), although some 
centers, such as the American Centers in Jakarta, Indonesia, and Antananarivo, 
Madagascar, may have no Foreign Service or LES working on-site. In many cases, 
U.,S. embassy or consulate Public Affairs Sections (PAS) are located in American 
Center facilities as well. In some instances other U.S. government agencie.s, such 
as the Foreign Commercial Service, may also be located in buildings housing 
American Centers. 

Centers are a powerful tool for engaging foreign audiences, especially youth, 
whether that engagement is through digital information access, film screenings, 
libraries, cultural events, or educational programs, including English language 
instruction and educational advising. Many American Centers, such as the 
Benjamin Franklin Library in Mexico City and the American Library in New 
Delhi, have for decades been prominent local cultural and educational institutions 
with deep and substantial roots in their host countries. 
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Ovcr the last twenty years, the United States government has adjusted its 
global public diplomacy posture as a result of tight budgets and a constantly 
evolving security environment. Tlie Secure Embassy Construction and 
Counterterrorism Act of 1 999 (SECCA) mandates the co-location of U.S. 
government employees when selecting a site for any new U.S. diplomatic facility 
abroad. It also requires a 1 00 foot minimum perimeter distance (setback) at each 
newly acquired U.S. diplomatic facility, where public access is controlled in 
accordance with interagency Overseas Security Policy Board standards to ensure 
the life safety of embassy and consulate staff. SECCA co-location and setback 
waivers may be approved by the Secretary of State when security considerations 
permit and doing so is in the national interest of the United States, This process 
involves site-specific security countermeasures - funded by the requesting entity - 
to mitigate identified vulnerabilities and ensure life safety, while concurrently 
enabling critical foreign policy objectives. 

In addition to American Centers, there is a wide array of American Public 
Diplomacy platforms around the world to which State contributes programming, 
funds, and training. These were developed partly in response to the decline in the 
number of American Centers, and partly in response to local needs and interests. 
For example, the Department of State supports a network of approximately 180 
Information Resource Centers (IRCs), which are U.S. Department of State 
libraries, usually located inside U.S. embassy compounds (several IRCs are also 
located in American Centers), and staffed by U.S. government employees. Many 
are open to the public; mo.st are by appointment only. IRCs receive substantial 
support from the U.S. government, tlirough the Department’s Bureau of 
International Information Programs (IIP). 

Another platform that has grown rapidly over the past several years is the 
.American Corner, a multi-functional platfomt for public diplomacy operated in 
partnenship with host country institutions, typically a university or non- 
governmental organization. There are over 400 American Comers around the 
world, 90 percent of which arc located outside national capitals. American 
Comers are accessible to the public and are typically staffed by the partner 
institution. American Comers receive both materia! support (books, magazines, 
multimedia materials, including educational advising material,s, Internet access,’ 
visas by Engli.sh language teaching specialists, etc.) and financial support from the 
Office of tlic Under Secretary for Public Diplomacy and Public Affairs (R) through 
the Department s regional bureaus. American Comere are managed by IIP, which 
supports training for staff and provides guidance to the LBS and FSOs who 



269 


-3- 

manage them. The Department's Bureau of Educational and Cultural Affairs 
(EC.A) provides some funding for materials, outreach, and suppmt from English 
teaching officers and educational advising specialists. 

Binational Centers (BNCs) are an historic partnership established between 
independent instimtions and IJ.S. embassies, primarily in the Western Hemisphere. 
Tj'pically these are free-standing institutions located outside of embassies. 
CuiTcntly there are 123 BNCs; their main focus is teaching “American” English, 
educational advising, libraries, and cultural programming. These are privately 
managed institutions with no U.S. government employees, although they may 
receive limited funding from individual Posts. Often the U.S. ambassador or 
Public Affairs Officer (PAO) may sit on the BNC board of directors, 'Ibe 
Department’s Bureau of Western Hemisphere Affairs (WH.A) has made it a 
priority to revitalize the links between our embassies and these importam 
institutions. 

In addition to the binational centers, there are other institutions with similar 
goals and activities (libraries, educational advising, and cultural programming) in 
Europe, the Middle East, and Eurasia. There arc German-American Institutes in 
nine German cities operating as private institutions run by various entities. Many 
of these facilities were formerly American Centers; now they are primarily 
supported by state and local governments, although some may receive funding in 
the form of small grants from the U.S. embassy or consulates. America-Mideast 
Educational and Training Services, Inc. (AMIDEAST) currently operates 12 
centers (in Egypt, Iraq, Jordan, Kuwait, Lebanon, Morocco, Oman, Tunisia, West 
BanL'Gaza, Yemen, and the United Arab Emirates) offering educational advising 
and information services, test administration and support, materials for English 
teachers, scholarship and exchange program administration, and programs for 
•Americans, Funding support is received from private sources, USAID, and ECA. 
The American Councils operatc.s ten activities in Russia, AiTnenia, Bosnia and 
Herzegovina, KazakhsUm, Tajikistan, and Turkmenistan offering educational 
advising and information, test administration and support, language framing, tis 
well as support for research projects and fellowships. American Council centers 
receive funding from private and public sources, including USAID, ECA, the 
Department of Education, the Library of Congress, and the National Endowment 
for the Humanities. 

The Secretary understands the value of these platforms a.s venues for direct 
engagement with foreign audiences and shares the concern that by closing them, 
we are closing ourselves off from opportunities to engage important overseas 
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audicnces, particularly youth. As she noted in Que.slions for the Record submitted 
for her confirmation, she has accelerated the review of options for new public 
diplomacy platforms, including American Centers, so that “we can stay as 
accessible as possible overseas to people who want information about the U.S. and 
contact with Americans.” The Under Secretary for Public Diplomacy and Public 
Affairs’ new Framework for Strengthening U.S. Engagement with the World 
recognizes the vital role public diplomacy platforms such as American Centers can 
play, and stresses the need to “revitalize and establish American Centers and 
Comers as spaces for Public Diplomacy activities and engagement.” To that end, 
Under Secretary McHale has directed the establishment of a working group to 
assess the current range of U.S. public diplomacy platforms around the world, 
identify models and alternatives for future platforms, and make recommenda{ion.s 
for deployment of resources in support of these platforms. The first meeting of the 
working group for American Centers took place on April 5 - 9, 2010. 

To achieve these goals, officials from the Under Secretary’s Office of 
Policy, Plarming, and Resources (R/PPR) have developed a Depaitmcnt-vvide 
strategic approach to these platforms by joining forces with the Bureaus of 
Diplomatic Security (DS) and Overseas Buildings Operations (OBO), as well as 
representatives of the Under Secretary for Management. This group will determine 
which organization will have authority and fiscal responsibility for different 
aspects of Center operations (e.g., security, construction/ leasing of space, 
programmatic support), as well as creating a strategic plan for the growth and 
revitalization of Centers and similar public diplomacy platforms worldwide. The 
group is now considering fonding and support requirements with particular 
emphasis on FY2012, which will allow R, IIP, Regional Bureaus, DS, and OBO to 
build costs into their budget requests. While R/PPR will establish priorities for 
budget support, in light of the fact chat this Department-wide approach is just now 
getting underway and the effort is not included in budgets for those years, funding 
is not currently identified or available within the State Department budgets for 
FY2010 and FY201 1 . Funding sources for Ouagadougou (Burkina Faso), Jakarta 
(Indonesia), Rangoon (Burma), and Dhaka (Bangladesh) have been identified and 
are outlined below. Funding for all other projects must be identified or provided 
for prior to initiation of any projects. Frequent consultations are also ongoing with 
the ECA, IIP, and the public diplomacy offices in State’s regional bureaus, which 
provide financial and other support and policy oversight to American Centers and 
other public diplomacy platforms overseas. The Bureau of European and Eurasian 
Affairs (EUR) Public Diplomacy Office has hired a temporary employee to 
conduct an assessment of its existing American Centers and other public 
diplomacy platforms. Her report is expected in shortly. 
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There are a number of American Centers that do not meet the co-location 
and perimeter distance (setback) requirements of SECCA and will require re- 
location in FY 2010, 201 1, and 2012. Specific Rough Order of Magnitude (ROM) 
estimates are not possible for each site, due to a lack of information on the scope of 
work needed for each Center. For those Centers for which information is lacking, 
we use an average estimate. These average estimates assume that security (such as 
compound access control facility, perimeter walls, blast protection, etc.) would be 
fully compliant with Department and Overseas Security Policy Board standards. 
They also assume a size of 2,000 gross square meters (gsm) for the facility. The 
annual operating costs include those for leasing, maintenance, security, and 
staffing. The average cost for renovation of a leased American Center is c.slimated 
at $11. 3 million and the subsequent annual operating cost is estimated at $1 .6 
million. For construction of a new structure, the estimated average cost is about 
.S20.3 million and the average annual operating cost is about $448,000. Attached is 
a breakdown of assumptions and costs for both options. These estimates do not 
include possible recovery of funds from the sale of existing properties, or the cost 
of American Center functions being built on New Emba.ssy Compounds (NHCs) at 
these locations. 

Some centers in the list that follows have benefitted from more advanced 
planning for renovation and operation. Those particular costs have been included 
in the description of the center and its program (Rangoon, Dhaka, and New Delhi). 


Africa 

Ouagadougou, Burkina Faso: A co-location waiver was granted by the Secretary 
of State on June 5, 2009. Tlie existing American Center is in good condition, but 
some interior remodeling and a security upgrade will be required if the existing 
entrance is used. OBO has included space required for a library and cultural center 
in the new'ly-completed NEC. The language instruction and student advising 
functions will remain at the American Clenler. Two full-time LBS - the IRC 
director and English teaching supervisor - will be based at the Center, 'fhe office 
of the Under Secretary of State for Public Diplomacy and Ibrblic Affairs (R) has 
provided funding to cover the required costs. 

Antananarivo, Madagascar: A NEC was completed in April of this year, with 
sufficient space for all Public Affairs Section ftinclions. The PAS has re-located to 
the NEC and Antananarivo’s American Cultural Center will devolve to a non-lJ.S. 
government private operation by June 201 0. No FSOs or LES will be based at the 
Center. There will be no need for future security improvements to the facility, 
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Niamey, Niger: The free-standing Ameiicati Cultoral Center compound houses the 
Embassy’s PAS and IRC and has a thriving English language teaching program 
with over 700 students. The lease on the current center expires in July 20 11 . Post 
and R would like to explore other leasing options away from the Embassy, at least 
for the English language teaching activity conducted at the center. Two FSOs and 
20 LES (including English teachers) would be based there, requiring a co-location 
waiver, 

Lusaka, Zambia: A NEC is under construction, with completion expected in 
November 201 1 . The American Center is in a leased building off the chancery 
compound. There are two options for a new American Center location, the former 
USAID compound and the old Marine House, both of which would require a co- 
location waiver approval prior to occupancy, American officers and staff will have 
offices in the NEC, but will regularly visit the American Center during the 
workday and for evening events. The IRC, English teaching programs and 
educational advising activities will not be moving to the NEC, requiring a co- 
location waiver. The PAS is currently working with the Regional Security Officer 
(RSO) on this issue. Located at the Center will be four LES - the director and 
assistant director of the IRC, an educational advisor and receptionist. 

Eas t Asia/P acific 

Beijing. China: The Beijing American Center is a stand-alone facility that supports 
an IRC, English teaching, student advising, and a wide range of programs and 
public affairs activities. An FSO American Center director is based at the center 
and supervises one Assistant Cultural Affairs Officer (ACAO), who is also an 
FSO, and approximately seven LBS. The IRO and RELO for China are also both 
based at the American Center and supervise approximately seven LES (IRO - five; 
RELO - two). The Beijing NEC was completed in September 2008 , and the 
Center is scheduled to re-locate to a separate building on the Embassy compound 
when it is completed in 20 1 3. Discussions about maintaining the current location 
are ongoing. 

Guangzhou, China: The Guangzhou PAS is scheduled to re-locate to the New 
Consular Compound (NCC) when the Consulate General moves, currently 
scheduled for 2013. The PAO and APAO are based at the off-compound 
Guangzhou office site, as are all public diplomacy (PD) LES. Discussions about 
maintaining the cuiTent location arc ongoing. 
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Skanghai, C'hina; The Shanghai PAS and IRC are scheduled to re-locate to the 
NCC when the Consulate General moves, currently scheduled for 202 1, but 
construction is likely to move up to as early as 20 1 2 once a land issue is resolved. 
The PAO, APAO, and CAO are based at the off-compound Shanghai PD office 
site; all PD LES are also based at the PD offices. Discussions about maintaining 
the current location are ongoing. 

Vientiam. Laos: OBO NEC plans indicate that the American Center will move 
from its current offsite location to the NEC, and space is planned for all Public 
Affairs functions in the proposed facility. 'Die sole American FSO, the PAO, and 
all PD LES work at the current off-compound PD office space. A second FSO PD 
position was recently authorized. .At least one of the American FSOs would 
continue to work at tlie off-compound site if a co-location waiver is approved. 
There is no RELO or IRO based in Laos. The NEC is scheduled for construction 
in 2015, but Vientiane is also listed as a possible FY2010 back-up project. The 
Embassy is currently evaluating how to proceed. 

Jakarta, Indonesia: Emba.ssy Jakarta has developed an innovative concept for an 
“American Place,” to be located in a shopping mall in the city with adequate 
security safeguards and public access. 'ITie new American Place would be staffed 
entirely by contractors; no FSOs or LES would work there. Jakarta has a RELO 
and IRO who would provide advice and support from their current offices. R/I*PR 
and EAP are W'orking wdth OBO and DS on lease, contracting, and security 
arrangements. OBO has funded the lease costs for the facility; R will be 
identifying an appropriate sovirce for the remainder of the project. 

Rangoon, Burma: The heavily-used American Center in Rangoon is in a short- 
term lease property. Plans have been approved to move the center to the former 
Marine Security Guard Compound. OBO is moving forward to the de.sign phase 
and post is preparing co-location and setback waivers. The cost to re-locate 
Rangoonks American Center to Embassy-owned property was recently estimated at 
$6.9M. Full funding for this project has been identified and approved by R. The 
current American Center ha.s no FSOs based on-site. Tbe current co-location 
waiver permits the American Center IRC staff (six-eight LES ) and contractors who 
teach English to be based at the Center location, with the post’s two FSOs and 
remaining LES based at the NEC. There is no IRO or RELO based in Burma, 

Euro pe 

Riga, Latvia: The PAS offices occupy a free-standing facility that i.s slated to close 
in September 2010, when the PAS will move to the NEC. The current facility, 



274 


- 8 - 

which includes an I RC, is located in the middle of the city center; the new 
compound is about 20 minutes away from the center. The Embassy is concerned 
that Center attendance will drop considerably with the move to the NEC, and 
would like to seek other outside space in a good location dowjttown for a center. 
OBO and DS did not support the Embassy’s 2008 request for a co-location waiver. 
The Embassy and PAS remain interested in a co-location waiver and are currently 
evaluating whether to appeal the co-location waiver decision. 

Bucharest, Romania: The standalone American Center is scheduled to re-locate to 
the NEC north of the city limits when construction is complete in July 201 1 , Thi.s 
w'ill effectively eliminate a dedicated public outreach facility within the city of 
Bucharest, If an American Center is to be maintained apart from the NEC, it 
would likely require new short-term lease space. Two FSOs and eight LES work 
at the Center; one LES handles the IRC. The Embassy is preparing a co-location 
waiver request. 

South Central Asia 

Dhaka. Bangladesh: The PAS and American Center will move to a newly- 
renovated building on the Emba.ssy compound. The new' facility will include a 
separate Compound Access Control (CAC), a safe haven for 27 people {23 LES 
and four PSOs), an auditorium, library', and various offices. The project is planned 
for completion by September 2010, when the lease on the cunent PD location 
expires. The estimated project cost is $6.7M. OBO is providing funding to cover 
these costs and a contract ha.s been awarded. In addition, PAS Dhaka is 
considering proposing a possible public-private partnership to establi.sh a separate, 
stand-alone facility that would augment the American Center and provide readily 
accessible space for programming activities and a venue for educational advising, 
Imeniet access, and related activities. If there is support for this effort, funding 
will have to be identified. 


Mumbai. India: PAS Mumbai is planning to move into the NCC in May 2010, 
after decade.s of operating in South Mumbai. The Embassy and Consulate have 
proposed that the American Center be retained once Consulate staff moves to the 
NCC. The Department is considering this option; a co-location waiver would be 
required. Eight FSOs and 62 LES work at the Center. 

New Delhi. India: TJie freestanding American Center, built in the 1970s near 
Connaught Circle in the city’s center, is the centcipiece of the Mission’s public 
diplomacy outreach. OBO is currently considering security upgrades in order to 



retain the current location. There are nine FSOs and 83 LES working at the 
American Center. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Frank Wolf (#3) 

Subcommittee on State, Foreign Relations and Related Programs 
House Committee on Appropriations 
March 10,2011 


Question : 

GAO report 10-767, Engaging Foreign Audiences, indicates that the Secure 
Embassy Construction and Counterterrorism Act of 1999 (SECCA) and the 
resulting security and collocation of all U.S. Government personnel, has had a 
negative impact on public outreach; there is no question that it also curbs 
State/USAID ability to engage civil society, implement projects and provide proper 
oversight, monitor/evaluate changing behaviors and attitudes on-the-ground. How- 
does State plan to confront this issue? 


Answer : 

The State Department is grateful for the interest shown by Congress in 
addressing the balance between security constraints imposed by U.S. law and the 
need to engage directly and effectively with publics abroad. SECCA requirements 
have changed how the Department conducts direct outreach at a number of posts 
around the world and mandated the co-location of facilities where such outreach 
was being done. The Department has been working on alternate ways to enable 
greater discretion in co-location decisions, creating alternative platforms for in- 
person public diplomacy activities, and developing new forms of outreach. 
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American cultural centers, libraries and other public-access spaces are 
powerful tools for engaging foreign audiences, especially youth. These facilities 
can serve as platforms for digital information access, film screenings, cultural 
events, and/or educational programs, including English language instruction and 
educational advising. There is broad recognition by the Department and Congress 
that secure, public-access American spaces are a vital public diplomacy tool, and 
that, where resource considerations permit, such facilities should be maintained 
and even expanded. 

In April 2010, Under Secretary for Public Diplomacy and Public Affairs 
Judith McHale convened a working group that examined options for overseas 
public diplomacy outreach platforms, known collectively as “American spaces.” 
To the greatest possible extent, it concluded, the Department should endeavor to 
maintain the centers we currently operate around the world by upgrading security 
at existing American spaces, and wherever possible, waiving requirements for co- 
location with U.S. government facilities that would limit or eliminate public 
access. 

SECCA provides for the consideration of waivers for co-location and 
setback to allow for the maintenance of U.S. government sites separate from 
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embassy and consulate facilities. In any given country only the Chief of Mission, 
with Regional Security Officer endorsement, can initiate a co-location waiver 
request to the Secretary for approval and certification to Congress. In September 
2010 Under Secretary McHale and Under Secretary for Management Patrick 
Kennedy sent a joint worldwide cable to Chiefs of Mission to underscore missions’ 
option to seek SECCA co-location waivers and to offer additional options for 
preserving public diplomacy platforms. These includes repurposing other, existing 
U.S. government-owned buildings in the area and investigating alternative 
partnership models such as the bi-national centers in the Western Hemisphere. 

Another option is being explored as a pilot project in Jakarta: a high-tech 
cultural center called @america designed to attract Indonesians aged 15-30. 
Opened in December 2010, @america is located where Indonesian youth spend 
their free time — in Pacific Place Mall, a shopping center located in central Jakarta. 
@america will also use social media platforms to gather feedback about center 
activities and tailor programming to meet the demands of our target audience. A 
key component of the @arnerica platform is that it is operated on a day to day basis 
by a contractor; this arrangement means there are no Chief of Mission personnel 
assigned to the facility, allowing for significantly reduced security requirements. 
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Under Secretary McHale has established a new unit in the Bureau of 
International Information Programs (IIP), the American Centers Network, to 
support the wide range of public diplomacy platforms in our efforts to maintain 
and to expand American spaces globally. 

Although there is no substitute for direct, people-to-people contact, the 
Department is making efforts to sustain its tradition of outreach to foreign 
audiences. Embassies have increasingly turned to outside institutions and partners 
to host diplomatic and cultural events. 

IIP is also working to re-tool its use of the Internet to engage more 
effectively with audiences. It has just transitioned away from use of the website 
America.gov to direct distribution of content to the full range of social networks 
and existing third-party sites where our audience spends its time. IIP is 
consolidating content creation into a content development group to create content 
in written, digital, video and audio formats, and is creating an audience research 
unit to provide research and analysis on audiences, channels, and use of IIP 
products. IIP is also expanding the use of mobile technologies, including SMS 
programs and Smartphone apps, and enabling the use of digital webcasts, DVCs 
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and other means of holding “virtual meetings” where in-person contact is 
impractical. 

The Bureau of Public Affeirs also has been making greater use of 
technological options to engage media and other audiences that allow it to extend 
its reach far beyond embassy walls. These options include more actively using 
social media such as Twitter to raise the profile of press releases and events, 
encouraging blogging by public affairs teams in the field, and operating six 
regional media hubs whose officers grant broadcast interviews within their time 
zones and in the local language, as well as providing access to senior State 
Department and other U.S. government figures to media in Africa, Asia, Europe, 
the Middle East and Latin America. 
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Questions for the Record Submitted to 
Secretarj' of State Hillary Rodham Clinton by 
Representative Frank Wolf (#4) 

Subcommittee on State, Foreign Relations and Related Programs 
House Committee on Appropriations 
March 10,2011 


Question: 

As you know there has been long-standing Congressional concern about the plight 
of religious minorities, specifically in Iraq, but throughout the broader Middle East 
as well. The concern is not limited to that region. In Pakistan and Afghanistan 
people of faith, namely Christians, have found themselves languishing in prison 
and in one high-profile case, that of Asia Bibi, sentenced to death under Pakistan’s 
draconian blasphemy law. In light of these realities, and the historical imperative 
for the U.S. to speak out for those whose voices have been silenced, I have 
introduced legislation, H.R. 440, to create a special envoy position at the State 
Department to focus specifically on the challenges facing religious minorities in 
the Middle East and South Central Asia. To date, this legislation has garnered 60 
cosponsors. While we are actively working to ensure that this legislation is 
enacted, you could unilaterally move to quickly create such a high-level position, 
absent legislation. Is that under consideration? What is the Department doing to 
ensure that religious minorities are not completely wiped out from these regions— 
something which would constitute a human rights travesty and would have lasting 
implications on our national security? 

Answer: 


I am profoundly concerned about increasing attacks against religious 
minorities in the Middle East and South/Central Asia, including in Iraq, Pakistan 
and Afghanistan. My commitment to our religious freedom agenda is firm and 
unwavering. 1 have ensured that our Ambassadors and their Embassy teams in the 
field and my colleagues in the Department are fully engaged on these issues. 
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In Iraq, our Embassy, along with their Department colleagues, is pressing for 
reforni to protect religious minorities. We are actively working with the Iraq 
government, civil society, including religious leaders, to improve conditions of 
Christians and other minorities on the ground. U.S. officials also are engaged with 
Iraqi diaspora communities to collaboratively address challenges back in Iraq. 

In addition, our Ambassador has asked Assistant Chief of Mission Ambassador 
Peter Bodde, who serves as liaison to Iraq’s minority communities, to establish a 
task force to focus interagency efforts on assisting these vulnerable communities. 

The Department also is currently developing a program to assist Iraqi 
majority and minority religious leaders will collaborate in creating an early alert 
system that would include local security support and coordination to prevent 
attacks on worshipers and religious sites. With the supporting structure and 
legitimacy of a locally-based early alert team, the program would also provide a 
urge Iraqis of diverse faiths to collaborate on community and economic 
development projects. Such shared initiatives develop ties for peaceful interaction 
and continued cooperation in support of religious freedom. 

Deputy Assistant Secretary of State for Iraq M ichael Corbin, who serves as 
my Special Coordinator for Iraq’s Minority Communities, leads Wa.shington-based 
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outreach to Iraq’s minorities and coordinates closely with Ambassador Bodde on 
efforts to end violence against religious minorities. 

To date, the Department and USAID have committed over $38 million in 
direct assistance to ethnic and religious minorities in Iraq. U.S. foreign assistance 
for Human Rights and Democracy provide $7 miliion in funding to promote 
human rights, religious tolerance, and good governance across the Middle East 
region. Separate from these, currently 56 programs totaling over $300 million both 
directly and indirectly support Iraq’s religious minority communities. 

We are also deeply concerned concerned about the serious religious 
freedom problems in Pakistan, including the abuses under the country’s blasphemy 
laws, the mistreatment of the Ahmadiyya community, and the continuing religious 
violence against other minorities and mainstream Muslims promoting tolerance. 
The President and 1 condemned the brutal killing of Minister for Minorities Bhatti, 
and have urged the Government of Pakistan to ensure perpetuators are brought to 
justice. The United States will continue to urge Pakistan to take the necessary 
measures to address the grave religious freedom concerns in the countrj'. 
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In Afghanistan, we are deeply concerned about the targeting and 
imprisonment of converts from Islam as well as systemic religious freedom and 
intolerance problems. We worked diligently on the case of Syed Musa, previously 
charged with apostasy under Afghan law, who was released from prison last month 
and has since relocated to a country of asylum along with his wife and children. 

We have found that quiet diplomacy has been most effective in resolving these 
cases and also preserv'es our ability to effective engage on any future cases. We 
continue to urge the Afghan government to fulfill its international commitments on 
religious freedom and human rights. 

To further strengthen our religious freedom agenda, the President has 
nominated Dr. Suzan Johnson Cooke to serve as his Ambassador-at-Large for 
International Religious Freedom. If confirmed. Dr. Cooke’s will have worldwide 
responsibilities as outlined in the International Religious Freedom Act which 
Congress put forward and adopted in 1998. The Ambassador-at-Large has the 
President’s and my full confidence and support, and if confinued, I am certain that 
she will address religious minorities in the Middle East and South/Central Asia as 
one of her highest priorities. 



285 


Question: What progress has been made on the Merida Initiative? 

Answer: 

Implementing the Merida Initiative, an assistance program that in 2008 
increased assistance to Mexico from $40 million/year to $500 million/year 
presented significant challenges; and the complexity of managing it cannot be 
overstated. There are over 70 project groupings with various trainings, 
procurements, and equipment deliveries under each. In developing these 
programs, we are working with over a dozen Mexican federal agencies and offices, 
as well as with numerous Mexican stale and local authorities at unprecedented 
levels. This, in itself, is a major success of the Merida Initiative. To manage this 
planning and the countless new working relationships, we had to increase full-time 
staffing at Embassy Mexico City and in Washington from 21 to 107 since 2008. 
These are the people who develop and implement the projects, buy the equipment, 
make travel arrangements for training participants, do the accounting and pay the 
bills - they are essential to the program. Washington staff is currently at 4, with 
103 working in the Narcotics Affairs Section in Mexico. 

With improved program management capacity, and a corresponding, step- 
by-step improvement in our Mexican partners’ understanding of U.S, government 
budgeting and procurement processes, obstacles have been overcome that slowed 
the delivery of hundreds of millions of dollars in assistance for aviation, non- 
intrusive inspection equipment (NllE), and IT equipment, among other programs. 
To date, $404 million in assistance, out of $1.5 billion appropriated by Congress, 
has been delivered to Mexico - and deliveries are accelerating. Now that we have 
established soluiions to certain procurement challenges and because we have a 
fully staffed program management team in place, we expect to see a marked 
increase in the pace of deliveries going forward. For example, we plan to deliver 
five aircraft this year, a.s well as up to $100 million in NflFi. 

Specific Mei kla Accomplishments To Date Include: 

o Improved Law Enforcement Cooperation between the U.S. and Mexico: 
Improved law enforcement cooperation via information sharing on drug 
trafficking organizations (D'fO) has contributed to the arrests or deaths of many 
high-level DTO leaders. For instance, from 2003 to November 2009, only one 
high-level DTO member was arre.sted. However, since December 2009, there 
have been over 20 high-level drug traffickers arrested or killed, including 
Arturo Beltran Leyva (killed), head of the Beltran Leyva Cartel; Ignacio 
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‘Nacho’ Coronel Villarreal (killed), one of Ihc four main leaders of !he Sinaloa 
Cartel; and Antonio Ezequiel Cardenas Guillen (aka 'Tony Tormenta”) (killed) 
a key leader of the Gulf Cartel. 

o Strengthening of the Federal Police (SSP) led to successful operations such 
as the one against the La Fainilia Michoacana DTO: From December 8-12, 
2010, the SSP conducted a successful air mobile operation against the La 
Familia Michoacana DTO, dealing a severe blow to the organization and 
reportedly killing Nazario Moreno Gonzalez (aka “El Chayo"), La Familia • 
Michoacana’s founder and ideological leader. In this operation, the SSP 
utilized U.S. government-provided as well as GOM-purchased Blackhawk 
helicopters. The operation also benefilted from Merida-funded first aid 
equipment and training that saved lives, as well as Merida-provided training in 
night vision aviation operations, tactical and mission planning, and crisis 
response. 

The U.S. government-provided aircraft used in this operation included UH-60 
helicopters provided to the SSP under Merida; Merida assistance has also 
trained approximately 5,000 SSP investigators. 

o Helping to Develop the Capacity of the Mexican Federal Corrections 
Service: INL is working with the U.S. state corrections training academies in 
Colorado and New Mexico, and the U.S. Federal Bureau of Prisons, to provide 
training and technical assistance for all levels of corrections staffing - from 
management to support personnel - from both Mexico and Central America. 
This program provides hands-on operational training for trainers U.S. 
government prison experts. So far, 180 trainers and officials were trained and 
certified by U.S. trainers; these newly certified trainers have already gone on to 
train 1,737 Mexican federal correctional staff. INL has also provided training 
equipment for the academy and we are currently procuring additional 
equipment to support a GOM-funded project to double the academy’s capacity. 

o Supporting justice sector reforms at the federal and state level: Mexico is 
undergoing a profound transformation of its existing civil law-based 
inquisitorial judicial system to introduce an oral advocacy system where 
prosecutors, defense lawyers, and the accused appear before a judge to present 
testimony and evidence in an open court. Our collective U.S. government 
efforts have been holistic in nature, with the Department of Justice 
implementing projects to familiarize federal-level Mexican officials with the 
accusatorial system, and USAID bringing their long-term experience at the state 
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and federal level to bear. USAID has been working comprehensively in seven 
states (Baja California, Chihuahua, Nuevo Leon, Oaxaca, Morelos, Hidalgo, 
and Durango) to assist them in implementing the new justice system as 
mandated by the 2008 constitutional reform. These activities include training 
justice sector personnel on their new roles in an oral, adversarial system, and 
civil society organizations on the judicial reforms and the criminal code and 
criminal procedures code and laws protecting human rights. To dale, Merida 
assistance has supported training for 2,662 prosecutors and other administration 
of justice personnel, 

o Human Rights; USAID technical advisors conducted human rights 

evaluations in 21 states that measured the capacity of Government of Mexico 
institutions to adequately respond to human rights cases, provided 
recommendations for more effective GOM action and identified areas where 
violations arc most prevalent. While specific recommendations are 
confidential, they often focus on victims’ protection, prosecution of cases, and 
indemnity to victims. 

o Strengthen Civil Society: USAID, in collaboration with the GOM, awarded 
18 grants totaling close to $1 million to civil society organizations in Ciudad 
Juarez to work on projects in areas including at-risk youth, violence against 
women, mental health, community cohesion, and education, among others, 

o Leveraging Assistance: USAID helped leverage resources from the World 
Bank, the Canadian Embassy, and the Inter-American Development Bank to 
support Mexico’s Center for Crime Prevention and Citizen Participation, the 
COM’s lead agency on crime prevention strategies. These partners have 
launched programs to support the efforts of GOM to help municipalities 
develop crime prevention plans and fund subject-matter experts to provide 
consultation. 

o Pre-trial case resolution: In the state of Nuevo Leon, the introduction of pre- 
trial case resolution alternatives has resulted in 70% of cases for less serious 
offenses being referred to alternative resolution methods. This in turn has led to 
an increased proportion of indictments of more serious crimes. 

o Improvements in Chihuahua: In the state of Chihuahua, where reforms have 
been completed and the new system is operating, there are indications that 
criminal investigations are completed at a higher rate than in other states. 
Furthermore, preliminary data suggests that the national rale of a suspect being 
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proseculed is only 10%, whereas the average in the state of Chihuahua, where 

USAID support is most advanced, is 34%. USAID is developing a more 

comprehensive baseline and impact evaluation to track progress across all 

USAID assisted States compared to other Mexican States. 

Question: What new goals will be set as efforts are expanded in Mexico? 
Answer: 

The broad goals of the Merida Initiative are built around the Four Pillar 
strategy developed cooperatively with the Government of Mexico, and endorsed by 
the administrations of both President Obama and President Calderon. These are: 

I. Disrupt Capacity of Organized Crime to Operate 
Diminish the power of Mexican organized criminal groups by 
systematically capturing and incarcerating their leaders and by reducing 
drug trade revenues by interdicting drugs, stopping money laundering, and 
diminishing production. Through equipment, technology, aviation, and 
training, the Merida Initiative will support better investigations, more 
captures and arrests, successful prosecutions, and shipment interdiction. 

II. Institutionalize Capacity to Sustain Rule of Law 

Enhance the capacity of Mexican public security, border and judicial 
institutions to sustain the rule of law. Merida Initiative programs will 
strengthen the capabilities of key institutions to improve internal controls, 
further professionalize the military and police, reform corrections 
institutions, and implement justice sector reform. 

Ill- Create a 21st Century B or der S tructure 

Faciiilate legitimate commerce and movement of people while curtailing 
the illicit flow of drugs, people, arms, and cash. The Merida Initiative will 
provide the foundation for better infrastructure and technology to strengthen 
and modernize border security at northern and southern land crossings, 
ports, and airports. Professionalization programs will transfer new skills to 
the agencies managing the border and additional non-intrusive technologies 
will assist in the detection of criminal activities. 

IV. Build Strong and Resilie nt Com mu nities 

Strengthen communities by creating a culture of lawfulness and 
undercutting the lure and power of drug trafficking organizations. By 
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implementing job creation programs, engaging youth in their communities, 
expanding social safety nets, and building community confidence in public 
institutions, Merida Initiative assistance will test new initiatives to 
strengthen Mexican communities against organized crime. 

While the strategic goals remain the same, the approach to achieving them is 
evolving. For example, during the early stages of Merida planning, a heavy focus 
was placed on providing complex and expensive equipment that would support 
Mexico’s security efforts targeting organized crime. We committed to providing 
aircraft, especially helicopters to rapidly move security forces in actions against 
DTOs; NIIE to help combat trafficking in weapons and drugs; and biometric IT 
equipment to bring order and security to border crossings. As these equipment 
procurements and deliveries move forward, Merida programs are shifting focus to 
developing Mexico’s rule of law institutions through training and technical 
assistance. These programs focus on improving institutional capacity and aim to 
support Mexican reforms that will improve government transparency and 
accountability. 

The Merida Initiative is also transforming the way it targets recipients of 
assistance. In the initial years of the Merida Initiative, assistance was targeted at 
the various agencies of the federal government, where partners were most easy to 
identify and where absorptive capacity was greatest. Support is now being shifted 
to state and local governments. Most crimes in Mexico fall under the jurisdiction 
of state and local ju.stice sector institutions, which have to be strengthened if 
Mexico is going to reign in the DTOs. In particular, we plan to target assistance to 
state and local governments in areas of high violence, like the states of Chihuahua 
and Nuevo Leon and their major cities Ciudad Juarez and Monterrey. 


Question: How long will it take to develop performance measures? 

Answer: 

Outcome-based performance measures will be developed by May 201 1 . 
Background: 

Since before the Merida Initiative was launched in 2008, we have worked in 
lock step with the Government of Mexico to develop the Merida Initiative strategy, 
programmatic details, goals, and performance measurements. While this has been 
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a challenge to delivering assistance rapidly, it has been essential in order to ensure 
that this is a Mexican led and owned effort that will be sustained over the long run. 

An initial set of perl'ormance measures was developed after prolonged 
discussions with the Government of Mexico, before the Four Pillar Strategy was 
developed. An integral part of these discussions was a Mexican condition that the 
any indicators developed only measure Merida assistance. Because Merida 
assistance compliments the Government of Mexico’s larger and broader program, 
the performance indicators have not been complete or demonstrative of the larger 
program. 

The new Four Pillar Strategy was finally endorsed by the U.S. and Mexican 
Presidents in March of 2010. In July 2010, the GAO recommended, that “...the 
Secretary of Stale incorporate into the strategy for the Merida Initiative outcome 
performance measures that indicated progress toward strategic goals...” 

INL agreed with this recommendation, and began work to develop outcome- 
based performance measures and more detailed implementation plans at the project 
level under the four pillar framework. However, through this process INL 
determined that outcome-based measures should be developed as part of a broader 
strategic plan that mirrors and complements the four pillar strategy and clearly 
defines short-, medium- and long-term goals and timelines for the U.S. and 
Mexican gavernmenis. 

To support this broader effort, INL reached out to experts in strategic 
planning from within the Department as well as with outside organizations. These 
consultations have led us to formally engage with both the Office of the 
Coordinator for Stabilization and Reconstruction (CRS), which is the State 
Department lead for comprehensive strategic planning and assessment on U.S. 
national security interests, and Blue Law International, a private consulting firm. 
Both of these entities have undertaken similar successful efforts in other countries. 

INL has asked CRS and Blue Law to work together in developing a 
coordinated and comprehensive .strategic plan that includes the following: 

• The Government of Mexico’s strategic plans for both reforming its justice 

sector and lowering the threat posed by transnational criminal 

organizations; 
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• An explanation of how U.S. assistance under the Merida Initiative integrates 
into and bolsters the GOM’s strategy. This narrative will also develop short 
and longer term goals and anticipate potential obstacles to meeting them; 

• A framework of performance measures which mirror and complement the 
four pillar strategy defined by the U.S. and the Government of Mexico; 

• A strategy for how the Department might best organize its efforts to meet the 
goals outlined in the strategic plan; and 

• An outline of a program level strategic plan which lays out U.S. government 
engagement across a number of individual projects with the Mexican 
Federal Police, and which includes program level performance measures. 

CRS and Blue Law have begun this effort, including meeting with 
stakeholders ihroughout the State Department, the interagency community, NGOs, 
academics, and others. They will also spend a substantial period of time meeting 
with Merida implemcnters on the ground in Mexico. Based on similar efforts that 
CRS has undertaken in the past, we expect this report to take approximately four 
months. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Tom Cole 
Subcommittee on Foreign Operations 
House Committee on Appropriations 
March 10, 2011 


Question : 

Given the current fiscal constraints facing the United States Government, do 
you believe we should continue to appropriate up to $8 million aimually for 
USAID programs in Nagorno-Karabakh region when the Congressional 
Research Service, USAID and our own Ambassadors to Armenia and 
Azerbaijan all say that actual humanitarian needs on the ground, USAID 
operational capacity and legal constraints arising from unresolved nature on 
the conflict, which US government helps settling as mediator, allow to spend 
only $2 million? 

Answer : 

The current and previous Administrations have not requested funding 
specifically for Nagorno-Karabakh; however, they all have shared Congress’ 
objective of assisting those affected by the conflict over Nagorno-Karabakh. 
In response to congressional directives, the United States Government has 
provided over $35 million in humanitarian assistance to victims of the 
Nagorno-Karabakh conflict, including food, shelter, emergency and medical 
supplies, access to quality healthcare and water, as well as assisting with 
demining of land since 1998. In addition to continuing the ongoing 
demining project, a new potable water project that began in fall 2010 is 
helping to expand access to clean water. 
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The level and focus of the Administration’s annual assistance to 
Nagorno-Karabakh balances several factors, including a declining 
Assistance to Europe, Eurasia and Central Asia (AEECA) budget, competing 
obligations for declining Eurasia regional funds, and assessments on 
assistance priorities in Nagorno-Karabakh conducted by USAID personnel. 
As a result of these factors and considerations, Nagorno-Karabakh has been 
annually funded at approximately $2 million since 2001, despite a number of 
competing priorities, a sharp decline in the Eurasia regional budget, and a 
more than 60% decline in the overall AEECA account during that period. 

Programs in Nagorno-Karabakh are funded through a Eurasia 
Regional budget line within the overall Assistance to Europe, Eurasia and 
Central Asia (AEECA) account. This budget line funds a number of other 
regional priorities, including the U.S. contribution to the Organization of 
Security and Cooperation in Europe (OSCE). 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Adam B. Schiff (#1) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10, 2011 


Question: 

In the context of United States of America’s continuous efforts to promote peace, 
stability, and regional cooperation in the Middle East, the U.S.-Israeli-Jordanian 
Tri-lateral Industrial Development Fund (TRIDE) was initiated in 1 996, to set an 
excellent example for economic and regional cooperation in the Middle East. 

Since 1996 this initiative has been supported and financed by the governments of 
the United States, Israel and Jordan as a $1 million pilot fund to promote regional 
partnership by enabling entrepreneurs and companies from the three countries to 
jointly develop and commercialize innovative products and technologies. TRIDE 
allows companies with mutual interests, who are far apart geographically and 
culturally, to build bridges by overcoming external barriers. Those companies later 
go on to create significant revenues and sustainable jobs. 

In order to sustain this excellent example of peaceful coexistence and regional 
economic integration, it is imperative that we secure stable funding for TRIDE. 
Based on current project proposals, total funding for 2010-201 1 is recommended at 
$2 million. This will facilitate the development of at least four projects through 
that period of time. The Jordanian and Israeli governments continue to support this 
innovative regional collaboration effort and thus have committed their allotted 
share of $666,000 each. However, the Department of State has declined to commit 
its share to this fund last year despite its small size but great significance and 
impact on a very important region and at a very crucial time. Thus, we kindly 
appeal to you for continued funding of the program by providing the U.S. share of 
$666,000. This contribution shall be separate and outside any ESF or FMF 
programs to any of the two countries. 

Answer: 


When TRIDE was established in 1996, the U.S. government (USG) agreed 
to fund a third of the initial $1 million in seed money to help launch the program. 
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with the understanding that its successful business initiatives would sustain TRJDE 
going forward, and that Israel and Jordan would fill funding gaps. Projects 
supported by the first tranche of funds faced setbacks, but the USG decided to 
continue its support for TRIDE with a second installment in 2007 in order to 
promote cooperation and to encourage the Israeli and Jordanian governments to 
continue fostering collaboration among their entrepreneurs. However, TRJDE’s 
business initiatives have continued to face set-backs. In light of our extraordinarily 
tight budgetary climate and other emerging regional needs, we have determined 
that a third tranche of U.S. funding is not a priority at this time. 

As you noted, the Jordanian and Israeli governments have each committed to 
provide an additional $666,000 to continue collaborative projects. We think this 
bilateral funding is sufficient for TRIDE to invest in a few innovative projects and 
build a track record of demonstrated success. 

The USG continues to support scientific and commercial collaboration 
between Israel and Jordan and between Israel and regional countries through other 
initiatives, such as Middle East Regional Cooperation (MERC) programs, the 
Middle East Desalinization Research Center (MEDRC), and Qualified Industrial 


Zones (QIZs). 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Adam Schiff (#2) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10, 2011 


Question ; 

In FY 2009 and FY 2010, Congress appropriated up to $8 million in aid to 
Nagorno-Karabakh, but the State Department has disbursed less than $2 
million for each year. In FY 2007 and FY 2006, Congress appropriated “at 
least” $3 million, but the State Department only disbursed around $2 million 
for each year. Why have we not been disbursing funding according to 
congressional intent and are there plans to expend the outstanding funds? 

Answer ; 

The level and focus of the Administration’s annual assistance to 
Nagorno-Karabakh balances several factors, including a declining 
Assistance to Europe, Eurasia and Central Asia (AEECA) budget, competing 
obligations for Eurasia regional funds, and assessments on assistance 
priorities in Nagorno-Karabakh conducted by USAID personnel. 

Since 2001, the level of U.S. support to Nagorno-Karabakh has 
remained constant, despite a number of competing priorities, a sharp decline 
in the Eurasia regional budget, and a more than 60% decline in the overall 
AEECA account during that period. Programs in Nagorno-Karabakh are 
funded through a Eurasia Regional budget line within the overall AEECA 
account; this budget line funds a number of other regional priorities, 



297 


including the U.S. contribution to the Organization of Security and 
Cooperation in Europe (OSCE). Since 1998, the United States has provided 
over $35 million in humanitarian assistance to victims of the Nagorno- 
Karabakh conflict, including food, shelter, emergency and medical supplies, 
access to quality healthcare and water, and demining projects. In addition to 
continuing the ongoing demining project, a new potable water project that 
began in fall 2010 is helping to expand access to clean water. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Adam B. Schiff (#3) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10, 2011 


Question : 


What steps is the Department taking to end the illegal blockade of Armenia 
by Turkey? Efforts in this regard were put on hold while the Administration 
sought to engineer a rapprochement between Yerevan and Ankara, but as 
that effort has not borne fruit, I’d be interested to know what we are going to 
do to help end this attempt to isolate and economically strangle a sovereign 
nation and friend of the United States. 


Answer : 

The Administration supports the work done by both Armenia and 
Turkey to normalize relations. We continue to urge both sides to keep the 
door open to reconciliation and normalization, and we believe that the 
normalization process carries important benefits for Turkey and Armenia as 
well as for the wider Caucasus region. Ultimately, this is a decision for 
Armenia and Turkey. 

While the Turkish government has submitted the protocols to the 
Turkish Parliament for ratification, the ratification remains stalled. I have 
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said that the ball is in Turkey’s court, and I have encouraged Turkey to take 
meaningful steps to move forward. 
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Questions for the Record Submitted to 
Secretary of State Hillary Rodham Clinton by 
Representative Adam B. Schiff (#4) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 10, 2011 


Question: 


What specific steps have you taken to broaden the U.S. -Armenia trade 
relationship? Does the State Department have any objections to the USTR 
negotiating a Trade and Investment Framework Agreement (TEFA) with Armenia? 
TIFAs, which the U.S. has negotiated with over 50 other countries and regional 
economic groups, including Georgia and Ukraine, provide strategic frameworks 
and principles for ongoing govemment-to-govemment dialogue on trade and 
investment issues. The prospect of putting in place such an agreement has been on 
the agenda of past meetings of the U.S.-Armenia Joint Economic Task Force and 
members of Congress have urged the Administration to negotiate a TIFA with 
Armenia, but no specific action has yet been taken to translate these discussions 
into reality. 


Answer; 


When I was in Armenia last July, I said that the United States wanted to 
work together with Armenia to improve its economy and to create greater 
opportunities there. We continue to do so through discussion with Armenian 
officials, exchanges and visits between Armenian and U.S. businesspeople, and 


established economic fora. 
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The U.S. government believes that the U.S.-Armenia Joint Economic Task 
Force (USATF) provides the necesssuy framework to address specific economic 
issues for the United States and Armenia. The Office of the United States Trade 
Representative, along with a number of other agencies, regularly participates in the 
USATF. The November 1 5, 201 0 session of the USATF, held in Yerevan, 
Armenia, afforded both governments the opportunity for constructive discussion 
on our trade and investment goals. Within the USATF format, including the 
ongoing working groups reporting to the USATF, we continue to identify specific 
obstacles to increased bilateral trade, as well as effective, targeted solutions to 
remove those obstacles. 




Wednesday, March 30, 2011. 

U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT 

WITNESS 

RAJIV SHAH, Dr., ADMINISTRATOR, U.S. AGENCY FOR INTERNATIONAL 
DEVELOPMENT 

Opening Statement of Chairwoman Granger 

Ms. Granger. The Subcommittee on State, Foreign Operations, 
and Related Programs will come to order. 

I would like to welcome the administrator of the U.S. Agency for 
International Development, Dr. Rajiv Shah, to discuss the fiscal 
year 2012 budget request. 

Today, we have a delegation of members from parliament from 
Indonesia, Iraq, Lebanon, and Pakistan visiting Washington. 

Thank you for visiting here. Thank you for choosing our hearing. 

Many of them are seated in the audience, and I want to welcome 
all of them for choosing to come here. 

Dr. Shah, thank you for appearing today. The fiscal year 2012 re- 
quest for the State-Foreign Operations bill is $59.5 billion, which 
is $10.7 billion, or 22 percent, above the 2010 level. 

USAID administers a large portion of the funding in the bill — 
key programs like global health, economic growth, democracy and 
governance, and disaster assistance. 

Last week, I led a delegation of Members from this subcommittee 
and the Defense Subcommittee to Colombia, Panama, Guatemala, 
and Mexico. We saw firsthand the positive impact programs like 
these can make to transform countries. Your staff in the field are 
truly dedicated, and I thank them for their service. 

While I understand the value of many of these important pro- 
grams, the funding requested for next year is truly unrealistic in 
today’s budget environment. Although the administration charac- 
terizes this request as a lean budget, the truth remains that an in- 
crease of almost $10 billion is a significant amount for American 
taxpayers. 

As we all know too well, the Federal Government’s debt has 
grown enormously. With debt at historic levels, the Congress must 
demonstrate an immediate commitment to restrain Federal spend- 
ing. As this subcommittee works together to make difficult funding 
decisions, I will ask Members to look first at programs that support 
our highest-priority national-security needs. We must make a con- 
scious effort to identify what is most important and meet those re- 
quirements within our subcommittee allocation. We simply cannot 
fund everything that has been funded in the past, and we certainly 
cannot continue to fund programs that are duplicative and waste- 
ful. 


( 303 ) 
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A large portion of the USAID request directly supports our na- 
tional security, including programs for the front-line states in the 
Middle East. I will have a number of questions about these activi- 
ties today. 

There are other requests that will require more discussion. Spe- 
cifically, I hope you will address the large requests for global 
health, food security, and climate change. We need to better under- 
stand what has been achieved, what is planned, and what effi- 
ciencies can be identified so that the subcommittee can prioritize 
these requests accordingly. 

The subcommittee also needs to hear more about USAID’s staff- 
ing surge — the Development Leadership Initiative. I understand 
that the goal is to increase the Agency’s in-house staff so that they 
can better manage contracts and monitor and evaluate projects. 
However, doubling the number of Foreign Service officers — an in- 
crease of 1,200 employees above fiscal year 2008 — is extremely am- 
bitious. With this country facing such a dire fiscal situation, we 
need to know if this global staffing surge should remain a priority. 

We would also like to hear more about your efforts to reform the 
Agency through the initiative you began last year called USAID 
Forward. While the goals you have laid out are important, this pro- 
posal is expensive. We need to understand why it takes more 
money just to conduct business a little differently. 

Dr. Shah, I hope you will address all of these themes in your tes- 
timony and during questions, and I look forward to hearing from 
you today. 

Let me close by reiterating that I want the subcommittee to work 
closely with you to craft a bill that funds the highest-priority pro- 
grams that support our national security. But, at the same time, 
we must focus on slowing the rapid growth of some programs, 
eliminating duplicative programs and personnel, and increasing 
oversight and transparency. I know that, working together, we can 
achieve these goals. 

I will now turn to the ranking member, Mrs. Lowey. 

Opening Statement oe Ranking Member Lowey 

Mrs. Lowey. Thank you. 

It is a pleasure for me to join with our distinguished chairwoman 
and recognize the delegation. Thank you for joining us here today, 
and I hope you have an interesting and productive visit. 

Dr. Shah, I join Chairwoman Granger in welcoming you here 
today. 

USAID makes a profound statement about what our country 
stands for. We help treat the deadliest diseases that kill millions 
each year. We educate and empower youth with skills to be produc- 
tive adults. We address climate challenges that threaten food sup- 
plies and the health of our air and water. We respond in times of 
crisis and disaster. And we build strong governments and civil soci- 
eties to sustain these efforts. 

Throughout the world, millions have the chance to live healthy, 
productive lives because of USAID’s efforts. And because develop- 
ment increases global stability, it is as important to our Nation’s 
national security as diplomacy and defense. I am very concerned 
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that budget cuts will imperil the Agency’s efforts to regain the ex- 
pertise to be the premier development agency in the world. 

While we are here to discuss the President’s request for fiscal 
year 2012, your perspective on the effects of the proposed cuts for 
fiscal year 2011 in H.R. 1 on USAID’s programs and America’s 
global leadership would also be helpful. 

One area of particular concern is the substantial cut to inter- 
national family planning that was accompanied by the divisive re- 
instatement of the global gag rule in H.R. 1. I hope you will quan- 
tify how cuts and changes will compromise the success of our pre- 
vious development investments. 

In your overview of the administration’s $14.2 billion request for 
these critical programs under your direction, I look forward to 
hearing about the administration’s development priorities, includ- 
ing USAID Forward, as well as activities to ensure every develop- 
ment dollar is spent wisely and effectively. The committee would 
also benefit from your insights on USAID staffing levels and the 
Agency’s capacity to plan, implement, and oversee programs. 

While I support the priorities outlined in the President’s request, 
I was discouraged that basic education funding was cut by $185 
million. While nothing is a panacea in the development world, edu- 
cation, in my judgment, is the closest thing we have. It is an essen- 
tial foundation for health, economic development, gender equality, 
and long-term security. Investments in education pay for them- 
selves many times over in economic growth and increased capacity. 
The 9/11 Commission found that education was a critical weapon 
in the fight against terrorism. In light of the overwhelming evi- 
dence supporting basic education, I would appreciate an expla- 
nation of the proposed cuts. 

The argument has been made recently that, while foreign aid 
programs may be effective, they are just not worth it given our cur- 
rent economic woes. I couldn’t disagree more. And I think it is es- 
sential that we explain to the public clearly that foreign aid ac- 
counts for less than 1 percent of our Nation’s budget. We cannot 
balance our budget, pay down the deficit, solve our economic woes 
by attacking this 1 percent. 

I certainly join my colleagues on both sides of the aisle who un- 
derstand and believe that we have to deal with the deficit. It is es- 
sential to our future. But this 1 percent shouldn’t take a dispropor- 
tionate cut. In fact, drastic cuts to USAID would risk a great deal 
in stability and security around the world, which could spawn the 
kinds of threats that cost this country the lives of men and women 
in uniform and billions in treasure. 

In the 1980s, when President Reagan undertook to rebuild the 
U.S. military, he said, and I quote, “We had to make up for lost 
years of investment by moving forward with a long-term plan to 
prepare for the future.” We now have the greatest military force in 
the world, and many in its leadership lament the lack of enough 
development professionals on the ground in key strategic regions. 
In fact. President George W. Bush described American power as a 
three-legged stool: defense, diplomacy, and development. We must 
ensure that all three legs remain strong. 

We have made investments that are paying off now. We cannot 
afford to backtrack on our progress. Maintaining America’s moral 
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leadership throughout the world, keeping our own country safe and 
secure, and saving taxpayers’ money by preventing future crises is 
essential. 

I look forward to your testimony and to working with you toward 
these goals. 

Thank you. 

Ms. Granger. Administrator Shaw, please feel free to summarize 
your remarks. Without objection, your full statement will be sub- 
mitted for the record. 

Opening Statement oe Dr. Shah 

Dr. Shah. Thank you. 

Thank you very much. Madam Chairwoman, Ranking Member 
Lowey, and members of the committee. I am honored to join you 
here today in support of the President’s fiscal year 2012 budget re- 
quest. 

I also want to thank the international delegation for joining us 
today. It is a special honor to be with you. 

I want to briefly comment on USAID’s response to the dev- 
astating earthquake and subsequent tsunami in Japan and the re- 
markable events taking place in the Middle East. 

In Japan, USAID is supporting a whole-of-government response, 
coordinating an interagency effort with the Nuclear Regulatory 
Commission, the Departments of State, Energy, Defense, and 
Health and Human Services. We have deployed our largest inter- 
agency Disaster Assistance Response Team to support the Japa- 
nese emergency response efforts and provide technical expertise on 
nuclear regulatory systems. We have also provided 10,000 personal 
protective equipment sets, including suits, masks, gloves, at the re- 
quest of the Japanese Government, to help those working near the 
contaminated zone in Fukushima. 

USAID has also led a significant humanitarian response to re- 
cent events in the Middle East. As we speak, our disaster assist- 
ance teams are working on the Tunisian border with Libya and in 
Egypt, helping to deliver and coordinate assistance to those af- 
fected by conflict. 

In eastern Libya, we have delivered health kits capable of pro- 
viding basic care to more than 40,000 people and worked with key 
partners, such as the World Food Programme, to support 
prepositioning and distribution of food and water. 

In places like Libya, Cote d’Ivoire, Darfur, and Haiti, we are fo- 
cusing on concurrent humanitarian responses to provide critical as- 
sistance and care to those in crisis and those in need. 

Both the President and Secretary Clinton have emphasized that 
development is as important to our nation’s foreign policy as diplo- 
macy and defense. As a result, they have actively championed the 
goal of establishing USAID as an accountable and premier develop- 
ment enterprise. 

Representing less than 1 percent of the Federal budget, the 
President’s fiscal year 2012 request balances difficult tradeoffs with 
a clear-eyed assessment of where we can achieve the best results, 
the most dramatic and meaningful results, around the world. 

Forming the largest part of the President’s budget request for 
foreign operations, the $8.7 billion USAID and State are requesting 
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for the Global Health and Child Survival account will allow us to 
achieve concrete outcomes. We will continue to transform HIV- 
AIDS from a death sentence to a manageable disease for more than 
4 million HIV-positive patients that currently get anti-retroviral 
drugs. We will reduce the burden of malaria by more than half for 
450 million people, helping countries and economies stabilize and 
grow. And we will prevent more than 4 million child deaths by pro- 
viding cost-efficient vaccines to the farthest corners of the globe. 

We are also focused on helping countries develop their own agri- 
cultural sectors so they can feed themselves, an approach that is 
much more cost-effective over the long run than either food assist- 
ance or addressing food riots, famines, and failed states after the 
fact. 

For the $1.1 billion we are requesting for Feed the Future bilat- 
eral agricultural development programs, we will be able to help 
nearly 18 million people in 20 countries, each of which have made 
their own significant commitments to this project. And most of the 
people we will help are women. We will help them grow enough 
food to feed their families and break the grips of hunger and pov- 
erty. 

In both health and food, these new strategies are emblematic of 
a new, results-oriented approach we are trying to take throughout 
our development, democracy, governance, education, and water 
portfolios in order to get more leverage and better results for Amer- 
ican taxpayers. 

But our foreign assistance will not just help people abroad; it will 
provide real, tangible benefits for those of us here at home. 
USAID’s logo is a handshake, accompanied by the motto, “From the 
American People.” But now more than ever, we are also delivering 
real benefits for the American people. 

In the most volatile regions of Afghanistan and Pakistan, USAID 
works side-by-side with the United States military, playing a crit- 
ical role in stabilizing districts, building responsive local govern- 
ance, improving the lives of citizens, and, ultimately, paving the 
way for our troops to return home safely. As General Petraeus re- 
cently warned, inadequate resourcing of our civilian partners in 
fact could jeopardize the accomplishment of the overall mission. 

USAID’s work also strengthens America’s economic security. By 
establishing links to consumers at the bottom of the pyramid, we 
effectively position American companies to enter more markets and 
sell more goods in the economies of the future, promoting exports 
and creating American jobs. 

Because development is critical to our national security and our 
future prosperity, USAID has worked tirelessly to change how we 
work across all of our areas of activity. Consistent with the Presi- 
dent’s policy directive on development and the Quadrennial Diplo- 
macy and Development Review, we have launched a set of reforms 
we called USAID Forward. 

To ensure our assistance is effective, we are requesting $19.7 
million in 2012 to implement a new evaluation policy that is al- 
ready setting the standard for the global community. This policy 
will provide performance evaluations for every major project, re- 
lease them publicly within 3 months of their completion, and en- 
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sure that learnings are incorporated into subsequent programs as 
they are designed. 

To vigorously prevent and respond to fraud, waste, and abuse, I 
have created a new suspensions and debarment task force, led by 
our Deputy Administrator, Don Steinberg. This task force is al- 
ready coordinating efforts to more closely and more aggressively 
monitor, investigate, and respond to suspicious activity. 

Across our portfolio, we are seeking new ways to harness the 
powers of science, technology, and innovation to dramatically re- 
duce the costs of achieving the results we seek to achieve. For our 
request of $22.1 million, we will recapture USAID’s legacy as the 
leader in applying scientific and technical solutions to the challenge 
of development, reducing the cost of conducting our activities in 
health, agriculture, and so many other parts of our portfolio. 

Fundamentally, all of the reforms I have outlined are designed 
to achieve the same result: to create the conditions where our as- 
sistance is no longer necessary. 

The President’s budget request puts this approach into practice. 
It cuts development assistance in at least 20 countries by more 
than half, including 11 countries where all bilateral development 
assistance has been eliminated. It terminates USAID missions in 
three countries. And it reallocates almost $400 million in assist- 
ance and shifts a significant number of Foreign Service positions 
toward priority countries and priority initiatives, making tough, 
sometimes gut-wrenching tradeoffs in the process. 

We understand that USAID must continue to do its work in a 
way that allows our efforts to be replaced over time by efficient 
local governments, thriving civil societies, and vibrant private sec- 
tors. That is why we have launched the most aggressive procure- 
ment reforms and contracting reforms our agency has ever seen. 
Instead of continuing to sign large contracts with large contractors, 
we are accelerating our funding to local partners, local entre- 
preneurs, and tightening our oversight of projects and programs. 

To implement the QDDR and these reforms and to deliver better 
results more efficiently for the American people, it is crucial that 
USAID’s 2012 operational budget request of $1.5 billion is fully 
funded. And I look forward to discussing the details of certain pro- 
grams, like the Development Leadership Initiative and our pro- 
curement reform staffing requirements. 

At the end of the day, our assistance is not just a line in a budg- 
et. It is a reflection of who we are as a country and a core part 
of our national security strategy. Putting these values into action 
will deliver real results for the American people, making us safer, 
more secure, and more prosperous. 

I look forward to this discussion, and I appreciate your continued 
guidance, counsel, and support. Thank you. 
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Administrator 

United States Agency for International Development 
Before the 

House Appropriations Subcommittee on State, Foreign Operations 
Wednesday, March 30, 2011 


INTRODUCTION 

Thank you very much Madam Chairwoman, Ranking Member Lowey, and members of 
the Committee. I am honored to join you here today in support of the President's Fiscal 
Year 2012 budget request. 

Before beginning my testimony, I want to briefly comment on USAID's response to the 
devastating earthquake and subsequent tsunami in Japan and the rernarkable events 
taking place in the Middle East. 

In Japan, USAID is leading the US Government's response, coordinating an interagency 
effort with the Nuclear Regulatory Commission, and the Departments of State, Energy, 
Defense and Health and Human Services. We also have deployed a Disaster Assistance 
Response Team— including urban search and rescue specialists and nuclear experts— to 
support Japanese emergency response efforts. Td like to thank the brave men and 
women on these teams for their enormous courage. USAID has provided 10,000 
personal protective equipment sets— including suits, masks, gloves, decontamination 
bags, potassium iodide and other supplies— to help those working near the 
contaminated zone in Fukushima Prefecture. 

Our thoughts and prayers are with the Japanese people at this time, and we will 
continue to work closely with the Government of Japan to respond to their requests for 
assistance as quickly as possible. 

USAID also has led the humanitarian response to recent events in the Middle East. As 
we speak, USAID teams are working on the Tunisian border with Libya and in Egypt, 
helping deliver assistance to those affected by conflict. In eastern Libya, we have 
delivered health kits capable of providing basic care to 40,000 people, with more en 
route. We have also provided key support to the World Food Programme, which has 
moved more than 10,900 tons of food in and around Libya, enough to feed more than 
650,000 people. 

We will work with counterparts to help the people of the region realize their democratic 
aspirations through a credible transition. Drawing on experience USAID has gained over 
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decades, we will help countries strengthen civil society, extend the rule of law, and 
create more transparent and accountable democratic governance. 


RESULTS 

Both the President and Secretary Clinton have emphasized that development is as 
important to our nation's foreign policy as diplomacy and defense, and as a result have 
actively championed the goal of reestablishing USAID as the world's premier 
development Agency. 

Representing less than one percent of the federal budget, the President's FY 2012 
request balances difficult trade-offs with a clear-eyed assessment of where we can most 
effectively achieve dramatic, meaningful results for the American people and the 
developing world. 

The President's request includes significant investments in bipartisan initiatives 
promoting global health and food security, the foundations of which were laid by the 
previous Administration and bipartisan supporters in Congress. 

Representing the largest portion of the President's budget request for foreign 
operations, the $8.7 billion USAIO and State are requesting for the Global Health and 
Child Survival account will allow us to transform HIV/AIDS from a death sentence to a 
manageable disease for more than 4 million HIV-positive patients, reduce the burden of 
malaria by half for 450 million people and prevent hundreds of millions of child deaths 
from preventable diseases by providing them vaccines and bed nets. 

Our Global Health Initiative is designed to efficiently deliver these results. Rather than 
create separate facilities to treat separate diseases, we will save money and expand the 
reach of coverage by integrating treatments into single points-of-care. In Kenya, we 
worked with PEPFAR to couple HiV/AIDS treatment with maternal and child health 
services. As a result, we've extended the availability of reproductive health services 
from two to all eight of the country's districts, at no increase in cost. 

We can also help countries develop their own agricultural sectors, so they can feed 
themselves. For the $1.1 billion we are requesting for bilateral agricultural development 
programs, we will be able to help up to 18 million people in up to 20 countries— most of 
them women— grow enough food to feed their families and break the grips of hunger 
and poverty. 

We chose these potential countries for our Feed the Future Initiative selectively, based 
on their own willingness to invest in agriculture, undertake reforms, and encourage 
coordinated investment from other donors, foundations and private companies. 
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leveraging our investments several-fold. We have worked closely with these countries to 
develop rigorous agricultural strategies that will bolster the success of our Initiative. 

But our foreign assistance will not just assist people abroad; it will benefit us here at 
home. 

FROM THE AMERICAN PEOPLE. FOR THE AMERICAN PEOPLE 

Our assistance represents the spirit of our country's generosity; captured in USAID's 
motto; "From the American People." Recent events underscore the critical importance 
of our humanitarian assistance request. 

But now more than ever, it is critical that the American people understand that our 
assistance also delivers real benefits for the American people: it keeps our country safe, 
and develops the markets of tomorrow. 

Keeping America Safe 

By elevating the role of democracy, human rights and governance, we help to 
consolidate freedom in new and fragile democracies and expand liberty in authoritarian 
and semi-authoritarian countries. We also support the rebuilding of failed and fragile 
states during and after conflict, forging new compacts between state, civil society and 
the private sector that lead to increased stability and ultimately keep Americans out of 
harm. 

As Secretary of Defense Gates, Joint Chiefs Chairman Admiral Mullen, and General 
Petraeus have all emphasized, we rieed a fully engaged and fully funded national 
security presence, including the core components of our nation's civilian power; the 
State Department and USAID. 

This year, for the first time, the President's budget designates $1.2 billion of USAID 
funding for Afghanistan to a separate account called the Overseas Contingency 
Operation Account. This transparent approach, modeled upon the Defense 
Department's well-established example, distinguishes between temporary costs and our 
existing budget in an effort to consistently budget for Defense, State, and USAID 
spending. 

In the most volatile regions of Afghanistan, USAID works side-by-side with the military, 
playing a critical role in stabilizing districts, building responsive local governance, 
improving the lives of ordinary Afghans, and— ultimately— helping to pave the way for 
American troops to return home. 

For example, we are helping to improve agricultural yields in the Arghandab Valley. As a 
result, farmers shipped the first agricultural exports out of Kandahar in 40 years. We 
have also helped rebuild the civil service in the southeast and helped fuel a 40 percent 
reduction in the growth of opium poppies that fund Taliban operations. 
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In Northwest Pakistan— the current base of operations for At Qaeda and the Pakistani 
Taliban— USAID staff and partners undertake enormous personal risk administering over 
1,400 small-scale development projects. In the Malakand province, they have helped 
rebuild 150 schools so children there can become productive members of their 
economy, instead of turning to extremist modrossos. 

Our work in promoting national security is not just limited to active zones of conflict. 
Throughout the world, USAID is deploying development specialists today to strengthen 
democracies, rebuild livelihoods and build strong health and educational systems so 
that we do not have to deploy our troops tomorrow. As Secretary Gates has said: 
"Development is a lot cheaper than sending soldiers." 

In Southern Sudan, the USAID mission worked with partners to design, procure and pre- 
position ballots and supplies months before the recent referendum on independence. 
That foresight helped ensure the referendum, which many predicted would never occur, 
proceeded peacefully and successfully, but also left us prepared in the event it would 
not. 

Developing the Markets of Tomorrow 

In addition to strengthening our national security, USAID's work also strengthens 
America's economic security. 

Today, long-time aid recipients like India, Indonesia, Poland and South Korea and other 
emerging economies have become America's fastest growing markets. Exports to 
developing countries have grown six times faster than exports to major economies and 
today they represent roughly half of all U.S. exports. 

In 2009, we exported over half-a-trillion dollars in American goods and services to those 
countries, and 97% of those exporters were small-and-medium sized U.S. companies. 
That is why for every 10% increase we see in exports, there is a 7% increase in the 
number of jobs here at home. 

We need to accelerate the economic growth of tomorrow's trade partners, ensuring 
those countries grow peacefully and sustainably. 

But beyond these impacts, winning the future will depend on reaching the 2-3 billion 
people currently at the bottom of the pyramid who will come to represent a growing 
global middle class. By establishing links to these consumers today, we can effectively 
position American companies to sell them goods tomorrow. 

Make no mistake; our success is intertwined with the progress of those around us. By 
fully funding the $2.9 billion USAID is requesting for its Development Assistance 
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account, we will save lives, expand global freedom and opportunity and crucially 
strengthen America's national and economic security. 


REFORM 

Because development is critical to our national security and future prosperity, USAID 
has worked tirelessly to change how we work with all of our partners. 

Consistent with the President's Policy Directive on Global Development and the 
Quadrennial Diplomacy and Development Review, we have launched a series of reforms 
we call USAID Forward. 

Learning, Monitoring and Evaluation 

To ensure our assistance is effective, we are taking monitoring, evaluation and 
transparency seriously. In 1994, USAID conducted nearly 500 independent evaluations. 
By the time i arrived, only 170 evaluations were submitted to Washington, despite a 
threefold increase in programs managed. In many instances, these evaluations were 
commissioned by the same organizations that ran the programs. 

To end this practice, we introduced a new evaluation policy that is quickly setting a new 
standard in our field. We are requesting $19.7 miilion to implement this policy and 
provide performance evaluations for every major project, conducted by independent 
third parties, not by the implementing party themselves. And we will release the results 
of all of our evaluations within three months of their completion, whether they tell a 
story of success or failure. 

Combating Fraud, Waste and Abuse 

We are fighting vigorously to prevent and respond to fraud, waste and abuse, and to 
ensure a culture of vigilant oversight. I have created a new suspension and debarment 
task force led by our Deputy Administrator Don Steinberg and staffed with talent across 
our Agency. This task force will provide a coordinated effort to closely monitor, 
investigate and respond to suspicious activity. 

Private Sector Partnerships 

We are also placing a renewed emphasis on economic growth, driven by private sector 
investment. In all aspects of our work, we are relying much more on leveraging private 
sector investment and building public-private partnerships in countries committed to 
good governance and pro-business reforms. 

For example, through the Feed the Future initiative, we have launched groundbreaking 
new partnerships with Kraft, General Mills, and Wal-Mart in Ghana, Tanzania, El 
Salvador, and Guatemala to connect poor farmers to local and international food 
markets. And in Haiti, we are supporting Coca-Cola's initiative to promote the Haitian 
mango juice industry. 
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These efforts strengthen the sustainability of our economic growth work, while also 
improving the bottom line for American companies. 

Science, Technology and Innovation 

Across our portfolio, we are seeking new ways to harness the power of science, 
technology and innovation. For our request of $22.1 million, we will recapture USAID's 
legacy as the leader in applying scientific and technical solutions to the challenges of 
development. 

We have developed a new venture capital-style investment fund— the Development 
Innovation Ventures Fund— so we can support start-ups, researchers and non-profits 
focused on the problems of the developing world. We are requesting $30 million to 
continue using this simple but highly competitive business model to sustainably scale 
innovative solutions to development challenges. 

By providing seed capital to incentivize the emergence of these innovations, we practice 
development with an exit strategy. This fund has already funded several projects, 
including an easy-to-use self-administered test for preeclampsia, the leading cause of 
maternal mortality in the world. 

In Haiti, instead of rebuilding brick-and-mortar banks devastated by the earthquake, we 
are partnering with the Gates Foundation to begin a mobile banking revolution in the 
country. By allowing Haitians to save money and make transactions on their cell phones, 
we are encouraging local wealth creation and cutting back on corruption and wage- 
skimming. 

This approach forms the foundation of a new series of grant challenge partnerships 
USAID Introduced just last month. Rather than building hospitals and power plants 
throughout the developing world, USAID will partner with foundations, foreign 
governments, inventors and engineers to generate new, low-cost innovations that can 
help countries skip the need for some of this physical infrastructure. 

Procurement 

Fundamentally, all of the reforms I have outlined are designed to achieve the same 
result: to create the conditions where our assistance is no longer necessary. 

The President's budget request puts this approach into practice. It cuts development 
assistance in at least 20 countries by more than half, including 11 countries where all 
bilateral Development Assistance has been eliminated. It also terminates USAID 
missions in three countries. And it reallocates almost $400 million in assistance and 
shifts 30 Foreign Service positions toward priority countries and initiatives. 
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USAID must continue to do its work in a way that allows our efforts to be replaced over 
time by efficient local governments, thriving civil societies and vibrant private sectors. 
That is why we have launched the most aggressive procurement and contracting 
reforms our agency has ever seen, instead of continuing to sign large contracts with 
large contractors, we are accelerating our funding to local partners and entrepreneurs, 
change agents who have the cultural knowledge and in-country expertise to deliver 
lasting, durable growth. 

These procurement reforms are crucial to delivering assistance in a much more 
effective and evidence-based way, generating real results faster, more sustainably 
and at lower cost so more people can benefit. 

To implement the QDDR and USAID Forward, implement our procurement reforms 
and deliver development gains more cheaply and efficiently for the American 
people, it is crucial that USAID's FY 2012 operational request of $1-5 billion is fully 
funded. 

We can only make these reforms meaningful if we can bring in the contracting 
officers, controllers and technical advisors who can provide accountability and 
oversight over our contracts and grants and safeguard taxpayer funds. 

As we continue the Development Leadership Initiative begun under President Bush, 
with strong support from Congress, we plan on filling key staffing gaps in priority 
countries and frontline states. By bringing in experts in conflict and governance, 
global health, agriculture, education, economics and engineering, we can restore 
the technical capacity our Agency has lost over time, and has had to contract at far 
greater expense. 

CONCLUSION 

The evidence is clear: development saves lives, strengthens democracies and expands 
opportunity around the world. It also keeps our country safe and strengthens our 
economy. But our development assistance also expresses our American values. 

When we protect girls from sex trafficking in Asia, stop deforestation in Latin America or 
help Afghan girls return to school, we express American values. 

When Americans see a neighbor in need, or witness suffering and injustice abroad, we 
respond; we mobilize; we act. We are a generous people. That fact was never clearer 
than when 20 million American families donated money to Haiti relief; more than 
watched the Super Bowl. 

USAID is proud to put American values into action— distributing antimalarial bed nets 
donated by school children, supporting faith-based organizations that help ease 
suffering abroad, and engaging all Americans in solving the greatest global challenges 
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and generating results. 

Right now is a critical moment in our country's history. As a nation, we are making a 
lasting determination about the future of our country, and the future of our global 
leadership. 

Now is the time when America must decide whether it will engage and lead the world, 
actively using its tools of development, diplomacy and defense to improve human 
welfare and freedom across the globe... 

...or whether It will retract, leaving many of its poorest, most fragile global partners 
without assistance, and leaving other emerging global powers like China to promote 
alternative economic and political models. 

Budgets are an expression of policy; they are an expression of priorities. But 
fundamentally, they are an expression of values. 


Thank you. 
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Ms. Granger. Thank you, Dr. Shah. Thank you for your re- 
marks. 

I thank you for quoting General Petraeus. He was very strong in 
his statements when he was here, before our time off, saying how 
important the work we do in State-Foreign Operations is to the 
work he is doing in defense. And I think everyone on this sub- 
committee understands that. 

You have your exhibit there, that it is less than 1 percent of the 
budget. I will remind you, it is 5 percent of the discretionary spend- 
ing, so that is the figure that we are working on. 

I want to ask you, starting with the questions — and you talked 
about how you are approaching this. I am going to bring up some- 
thing we have talked about before, and that is direct assistance. 
We have talked about this at previous hearings. I continue to be 
concerned about it. 

As part of your procurement reform initiative, your goal is to 
reach a level of 20 percent direct assistance in many countries by 
2015. And for Afghanistan and Pakistan, a 50 percent goal remains 
in place. I continue to be concerned about this because of the lack 
of institutional infrastructure in some of the countries and the con- 
tinuing reports of corruption in countries. 

My question is how they will handle this direct assistance. It 
raises a number of questions, particularly at a time when foreign 
assistance is under such intense scrutiny. So tell me what specific 
measures USAID will take before providing direct assistance and 
throughout the life of that program. 

Dr. Shah. Thank you. I appreciate the opportunity to do so. 

Our procurement reform overall is designed to allow us to work 
with a broader range of partners and to more efficiently deliver de- 
velopment assistance resources to projects and programs without 
losing as much to middle institutions along the way. 

The purpose of our procurement reform, especially as it relates 
to direct assistance and to investments in local institutions, wheth- 
er they are parts of governments or not, is to help build local ca- 
pacity so that we have an exit strategy over time and we can step 
away from our assistance, as we have in a number of Latin Amer- 
ican countries, with key long-term support for institutions that 
have become vibrant and self-sustaining, including many of the 
countries that the delegation recently visited. 

I do believe the goal in Afghanistan and Pakistan of reaching 50 
percent direct assistance is appropriate and can be implemented in 
a manner that ensures accountability. 

In Afghanistan, much of that assistance is provided through the 
Afghanistan Reconstruction Trust Fund. It is a program that is de- 
signed with the World Bank and many other partners. The major 
targets of resource use coming out of that are both infrastructure 
targets and the National Solidarity Programme, which recently re- 
ceived very strong validation from an independently conducted re- 
view by a United States university team that showed that it gen- 
erates real outcomes on the ground efficiently. 

We are able to monitor the flow of resources from that trust fund 
through to those programs and beneficiaries using the same proc- 
ess we would use with any other independent contract partner. 
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And we do not alleviate or lessen our controls and our account- 
ability. In fact, we provide a greater degree of accountability. 

In Afghanistan, that particular project is subject to our new Ac- 
countable Assistance for Afghanistan, or “A-Cubed,” effort that in- 
tensifies program design, has more site visits and project officers 
visiting programs, requires reporting back to Washington on what 
percentage of dollars are reaching beneficiaries and how a dollar 
actually gets consumed in the process of providing assistance, and 
monitors more regularly independent audits of those projects and 
of those programs. 

Similarly, in Pakistan, we have heen able to achieve already 
about 47 percent direct assistance. But, again, we are not doing 
that by writing checks in a blank way to the Pakistani Govern- 
ment, by no means. We establish project control units. We still pro- 
vide assistance specific to specific projects and programs that allow 
us to track how a dollar we are spending in that mechanism is 
used to buy vaccines or train midwives and then report on the flow 
of funds in that context. 

So, in both of those examples and in so many other parts of the 
world where we are taking this approach, we are intensifying our 
oversight. And the goal is not to reduce the quality of our account- 
ability, but, rather, to build the capacity in institutions so we have 
an exit strategy for our assistance over time. 

Ms. Granger. And I certainly understand it in countries, some 
of which we did visit, and that works, but they have a more mature 
infrastructure. When you talked about audits, my understanding is 
that you plan to contract out some of the assessments using local 
audit firms. But your own inspector general has raised concerns 
about the credibility of local audit firms in Pakistan. How will you 
make sure that those reviews are legitimate? 

Dr. Shah. So, all of our auditing is done through validated audit 
firms. We have looked very carefully, especially in Pakistan, at 
U.S. firms that have local affiliates. And it will not be enough for 
us to just have a PricewaterhouseCoopers or Deloitte or some U.S. 
name on a firm. We will assess each team individually to make 
sure that they are capable of conducting the audits. 

I would also say with respect to Afghanistan and Pakistan, in 
particular, we are intensifying as part of our A-Cubed effort man- 
datory data reporting so that we have access to a broader range of 
data and we are not subject, as we have been in the past in conflict 
and war zones, to confidentiality agreements that limit the data 
that come in to our auditors. And we are correcting and improving 
our accountability on that specifically. 

Ms. Granger. Would you please give us the accountability meas- 
ures in Afghanistan, just for the record? You called it A-Cubed? 

Dr. Shah. Yes. 

Ms. Granger. And if you would give that to us for the record. 

Dr. Shah. Yes. 

Dr. Shah: 

Accountability in the provision of development assistance is among USAID’s high- 
est priorities. By providing the majority of our assistance in non-permissive areas 
in Afghanistan, one of the main challenges USAID faces is ensuring that USAID 
resources do not benefit the Taliban or other malign groups. 

To address this challenge, USAID established the Accountable Assistance for Af- 
ghanistan (A3) initiative. The purpose of the A^ initiative is to put in place proce- 
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dures tailored to the challenges of insecure environments to protect assistance dol- 
lars from being diverted from their development purpose by extortion or corruption. 

Particular attention is devoted to high-risk areas in Afghanistan where funds are 
more susceptible to being diverted from development projects. USAID is enhancing 
its safeguards for development assistance in the following four categories: 

1. Award Mechanisms — A subcontracting clause is being included in new awards 
requiring that a certain percentage of work on a contract be done by the prime con- 
tractor, restricting the number of subcontract tiers when needed, and prohibiting 
subcontracts with broker/dealers who do not perform work themselves. 

2. Vendor Vetting — The mission established a Vetting Support Unit in February 
2011. The unit conducts national security checks on non-U.S. companies and non- 
U.S. key individuals for prime awards and subawards to determine whether or not 
they have a criminal history or association with known malign organizations. 

3. Financial Controls — The USAID mission and the USAID Inspector General 
have established a new program to audit 100 percent of locally incurred project 
costs. 

4. Project Oversight — The mission is devolving more project monitoring respon- 
sibilities to USAID personnel located in field offices outside of Kabul. Assigned to 
specific projects, USAID On-Site Monitors will have the authority to monitor imple- 
mentation of USAID projects and report to the USAID Contract/Assistance Officer’s 
Technical Representative. 

Ms. Granger. Mrs. Lowey. 

Mrs. Lowey. Thank you. 

And welcome again, Dr. Shah, and thank you for your service. 

As you well know, over the past decade, I have worked with 
USAID to put in place an innovative and groundbreaking basic 
education program. And I am disappointed that, for the second 
straight year, the Obama administration has reduced the level for 
basic education. With 67 million children in the developing world 
not in school, I cannot fathom why basic education is not one of the 
key development priorities in the budget. So I have a couple of 
brief questions. 

Can you explain why the funding levels were cut for basic edu- 
cation? What does the cut mean about the administration’s 
prioritization of education? And is this a strategic decision by the 
administration to de-prioritize education? 

Dr. Shah. Thank you. I appreciate the chance to address this 
issue and very much respect your singular and important leader- 
ship on this issue. 

Through the presentation of our 2012 budget, we have had to 
make very difficult and very challenging tradeoffs that have in- 
cluded a 17 percent reduction in the proposal for the education 
budget. 

Most of those savings are identified in Pakistan and, to a lesser 
extent, Afghanistan, where we believe we can manage a transition 
to a new strategy in both of those countries that has prioritized the 
productive economic growth sectors and will maintain a commit- 
ment to the education sector but will seek greater investment in 
partnership with partners like DFID and other international do- 
nors for a more leveraged approach in the education sector. 

Our administration is strongly committed to education, and, in 
particular, girls’ education. We believe that education is one of the 
most important vehicles for creating sustainable societies, stable 
societies, and productive economies over time. We know that a dol- 
lar invested in that space provides greater outcomes in terms of re- 
ductions in child mortality and improvement in long-term social 
outcomes than in almost any other. 
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As a result, we have structured and presented a new education 
strategy that will allow us to reach 100 million students and im- 
prove their literacy and reading outcomes at grade level, particu- 
larly in primary grades. We have appreciated the input from your- 
self and your staff in constructing the strategy. We believe it will 
help us get a better handle on making sure every dollar we spend 
on education generates real learning outcomes. 

And we have noted that, over the last decades, as there has been 
increased attendance in schools, there has also been a flattening 
and, in some cases, a reduction in quality and educational attain- 
ment outcomes, in part due to overcrowding and other issues re- 
lated to teacher effectiveness. So we are very focused on getting 
better outcomes through the strategy. 

I would also want to comment that the current situation with re- 
spect to H.R. 1 creates a significant difficulty with respect to edu- 
cation. It goes well beyond the 17 percent and almost doubles the 
effective cut on education programs. At that level, we would not be 
able to protect the non-Pakistan, non-Afghanistan girls’ education 
programs, and we think as many as 10 million girls, in particular, 
might be vulnerable and, therefore, no longer receiving assistance 
through USAID’s girls’ education programs. 

We are going through a very challenging process of trying to un- 
derstand where we can rationalize. And we have presented in the 
2012 budget a series of rationalizations that are difficult tradeoffs 
to make. But I believe the setback represented for girls’ education 
in that budget will be very, very hard for us to overcome, because 
we would be cutting back in a manner that wouldn’t let us make 
the transition to the more outcomes-oriented strategy we are pre- 
senting. 

Mrs. Lowey. a couple of quick follow-ups. What is the reasoning 
behind deciding not to prioritize secondary education? 

And there have been recent reports in Afghanistan that, because 
of the extreme views by many of the people in charge in the vil- 
lages, that girls’ education is going backward rather than forward. 

The yellow light is on, so maybe I will just let you comment on 
those two. 

Dr. Shah. On secondary, we will continue to prioritize secondary 
education, but we have found through recent research and through 
the development of our strategy that the evidence shows that one 
of the key barriers for kids and girls, in particular, continuing on 
through secondary education are quality and outcomes in terms of 
learning and attainment in primary education. 

So we believe getting kids better outcomes in terms of learning 
and reading, in particular, at grade level in primary attainment 
will lead to a big bump in the number of kids that continue on 
through secondary education. The only reason we couldn’t put more 
resources in secondary education were the tough tradeoffs we tried 
to make with respect to the fiscal year 2012 budget overall. 

In terms of Afghanistan and girls education, I perhaps will come 
back to that when I have more time on Afghanistan, but we have 
tried to very much prioritize. As you know, that has been a 9-year 
effort to now get more than 7 million kids in school over a third 
of whom are girls. And our team is working very hard to maintain 
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the trend there in terms of both attendance, attainment, and safe 
spaces in schools for girls in all different contexts in that country. 

Mrs. Lowey. I look forward to continuing the discussion. Thank 
you. 

Ms. Granger. Mr. Lewis. 

Opening Remarks of Mr. Lewis 

Mr. Lewis. Thank you. Madam Chairman. 

Dr. Shah, welcome. I want to take just a moment to express my 
appreciation for the very significant progress you have made within 
your career within the State Department. You have moved very 
rapidly to positions of very important responsibility, and I want to 
congratulate you relative to that. 

In connection with international education efforts on the part of 
USAID and other government agencies, I must say that I can’t help 
but wonder if we are not really kidding ourselves in connection 
with the role that America might actually play in connection with 
these efforts. 

Indeed, the American public is of the view that we spend an 
awful lot more of our money than 1 percent or 5 percent on foreign 
assistance. If you asked the average person out there, they will say, 
surely about 25 percent of our national budget goes to foreign as- 
sistance. Those of us who care about this arena know that that ab- 
solutely is not the case and that our role in the world needs to in- 
crease in intensity. 

But to presume in places like Pakistan or Afghanistan that we 
are going to penetrate those cultures at a level to dramatically 
change their education system could very well be a dream world or 
a kid’s game. The fact is that we have done a horrible job just 
using domestic money to improve our own education system in this 
country. One need only spend a few moments looking at the Na- 
tion’s capital education system to know what a miserable failure 
we have been in connection with that. 

Dr. Shah, my real point is that delivering money to countries like 
Afghanistan and Pakistan and actually being assured that those 
dollars are going to flow in the direction that was intended in the 
first place is kind of fundamental if we really want to help those 
individual citizens and people in those countries. So I would very 
much like to have you help us be more specific regarding the safe- 
guards that are in place to ensure that the money flows go where 
we intend them to go. And, indeed, I would be interested in your 
priorities as to how do we improve and strengthen those guaran- 
tees. 

Dr. Shah. Thank you. I appreciate your comments. 

I particularly appreciate your highlighting that the American 
public does sometimes believe we spend 25 percent on foreign as- 
sistance when we spend less than 1 percent. And I am encouraged 
by the fact that they also respond to that data when asked how 
much they think we should spend and say 10 percent, and believe 
it represents a reality that the American public are willing to make 
these investments if they believe they are getting real results. 

And that brings me to your question 

Mr. Lewis. If you will, if we could join in the public’s concern and 
suggest we are going to try to push it below that 10 percent, we 
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might very well create an atmosphere in which everybody thinks 
they got what they want. 

Dr. Shah. Sir, I will leave the political strategy to the honorable 
members of the committee, and I will do my best to improve the 
efficiency and effectiveness of this work. 

With respect to girls’ education, especially in Afghanistan and 
Pakistan, you know, these are places where we have now been 
working for a number of years at real scale. In Afghanistan, we 
have more than 7 million kids in school as a result of U.S. -sup- 
ported programs. We have helped in a spirit of partnership with 
their ministry to develop standards and provide teacher training to 
improve the quality of education that takes place in those settings. 

And we get regular reports on both attendance, quality, and the 
Ministry of Education reforms that we have insisted upon and that 
they have worked with us in the spirit of partnership to put in 
place. So we have standardized protocols for how we do the work. 
That is critical to maintaining stable Afghan societies and, to go 
back to General Petraeus, one of the things he has highlighted as 
necessary to maintain an effective environment and exit strategy 
for U.S. troops. 

In Pakistan, the current environment in Pakistan, with the devo- 
lution of authority to state governments and provincial govern- 
ments, has required us to work more directly with them. And we 
are pursuing that actively. 

I want to speak to the point about domestic education because 
what we do internationally is quite informed by the learnings and 
the observations of the education reform movement here in the 
United States. 

In fact, the new education strategy that we have proposed imple- 
ments rigorous testing and outcomes testing, so we understand 
reading and literacy outcomes at grade level. It sets tougher stand- 
ards for teacher training. And it puts accountability mechanisms 
in, so families can identify whether teachers are showing up in 
schools as they say they are going to. 

All of those things came out of data that is shared between the 
international and domestic communities on the quality of education 
outcomes. 

Ms. Granger. Mr. Jackson. 

Mr. Jackson. Madam Chair, before my time begins, may I ask 
a parliamentary inquiry? 

Ms. Granger. Yes. 

Mr. Jackson. Madam Chair, if I ask my questions up front — and 
I do have three questions regarding H.R. 1 — is it possible to allow 
the Administrator to use the balance of my time to answer the 
questions without taking the time away from him? 

Ms. Granger. You may. 

Mr. Jackson. That is fine? OK, thank you. 

Ms. Granger. We will depend on Dr. Shah to pay very close at- 
tention. 

Mr. Jackson. I appreciate that. Thank you. Madam Chair. 

Welcome back to the subcommittee. Dr. Shah. Thank you for 
your testimony. 

H.R. 1 proposes a funding level of $430 million for the Inter- 
national Disaster Assistance account, which is 50 percent below the 
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President’s fiscal year 2011 request and 67 percent below fiscal 
year 2010. 

For those of you who don’t know, the International Disaster As- 
sistance (IDA) account provides assistance to those who have been 
internally displaced as a result of conflict or natural disasters like 
famines, floods, and earthquakes. The demands on this account 
have increased substantially in recent years as the number of peo- 
ple internally displaced by conflict and the number of natural dis- 
asters have risen. IDA funds are used to meet immediate needs 
that result from humanitarian crises, and assist people with crit- 
ical recovery and transition needs when they are able to return 
home. 

My first question: As many as 50 million people are estimated to 
be displaced in any given year due to tsunamis, earthquakes, land- 
slides, flooding, and natural disasters. Most of these are unforeseen 
emergencies that we cannot predict, like the earthquake in Haiti 
that killed an estimated 230,000 people in January of 2010 or the 
devastating effects of the earthquake and tsunami in Japan. I am 
interested in knowing, how will the cuts affect the IDA account and 
impair our ability to rapidly respond to on-site crisis? 

Secondly, with these cuts, will we have to prioritize which emer- 
gencies we respond to? Meaning the tradeoffs between ongoing and 
protracted emergencies like the DRC and unexpected ones like 
Japan — will we be making those judgments in light of these cuts. 
Administrator Shah? Where do you see these cuts having the deep- 
est impact? And if we cannot respond to these emergencies, what 
will it mean in terms of lives lost? 

And my third question: The International Organization for Mi- 
gration estimated that 810,000 Haitians are still living in tents and 
still need basic assistance, while we work to find lasting solutions 
to the displacement of the devastating 2010 earthquake. With the 
cuts in H.R. 1, how will the Office of Foreign Disaster Assistance 
be able to respond to the ongoing needs of the people of Haiti? 

I thank the chairwoman for allowing me that latitude. 

Mr. Secretary. 

Dr. Shah. Thank you. I appreciate those questions. 

And you are absolutely right to point out that the 50 percent cut 
in the IDA account would be really the most dramatic stepping 
back away from our humanitarian responsibilities around the 
world in decades. We are seeing an increase in the number of dis- 
asters, and we are seeing an increase in the need for American 
leadership, often to bring in other donors to do the cost-sharing and 
burden-sharing required to successfully see through a disaster re- 
sponse and a transition. 

Currently, there are 1.6 million people in Darfur that depend on 
food, water, other commodities that are provided by USAID 
through this account. That would have to be reduced approximately 
proportionately, so it puts 800,000 people at risk. 

The medium-term support programs for refugees and IDPs would 
be the ones that would perhaps take the most immediate con- 
sequence. The other consequence would be, we simply would not be 
able to respond to disasters like the one we saw in Japan, where 
our ability to be first and fastest with not just getting the tradi- 
tional Disaster Assistance Response Team that USAID has in, but 
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with coordinating and sending in six Nuclear Regulatory Commis- 
sion experts, we had those guys in right away, and that made a 
big difference in terms of the arc of the overall partnership. And 
I give a lot of credit to their work. 

But that is an interagency, whole-of-government response capa- 
bility for which we have responsibility. And this 50 percent reduc- 
tion would essentially invalidate our ability to conduct those kinds 
of operations. 

In Haiti, specifically, the numbers have varied between 650,000 
and 810,000 in terms of the number of people still requiring dis- 
aster assistance response because they are in temporary or imme- 
diate shelter and camps. And we would have to scale back our sup- 
port for that community, as well. 

So, overall, this would lead to a significant amount of reduction 
in feeding programs, medical programs, and food and water pro- 
grams for people who are incredibly vulnerable and in a political 
environment where they are in real conflict or have nowhere else 
to turn. 

And the United States has always been, on a bipartisan basis, 
for seven decades the leader, in bringing the world together to do 
this work. We are getting more efficient at how we do the work. 
We are getting more data-oriented. And we are doing a much bet- 
ter job of getting cost-sharing in. Even in this case, we put in place 
systems that enabled the American people to directly give almost 
$150 million to the Japanese as part of that response, which is 
much more than what we actually invested. 

But our ability to be first and to be in the lead for coordinating 
those efforts would be significantly reduced. And, you know, quite 
frankly, in places like Darfur, you would see a real humanitarian 
tragedy. 

Mr. Jackson. Thank you. Madam Chair. 

Thank you. Administrator. 

Ms. Granger. Thank you. 

Mr. Diaz-Balart. 

Mr. Diaz-Balart. Thank you. Madam Chairwoman. 

Dr. Shah, good to see you, sir. 

Let me come a little bit closer to our hemisphere. You know, 
there are only four states that are on the Department of State list 
of states that sponsor terrorism. One of them happens to be in our 
hemisphere, and it is the totalitarian dictatorship in Cuba. 

We have heard some discussion that the administration is con- 
sidering a new direction for at least some aspects of the Cuba pro- 
gram. However, U.S. law and Section 109 of the Cuban Liberty and 
Democratic Solidarity, known as the LIBERTAD Act of 1996, or the 
Helms-Burton Act, it precisely enumerates what types and for 
what purposes the assistance is permitted in regard to Cuba. 

I am going to read parts of Section 109. It says, “The President 
is authorized to furnish assistance and provide other support for 
individuals and independent nongovernmental organizations to 
support democracy-building efforts for Cuba, including the fol- 
lowing: One, published and informational matter, such as books, 
videos, et cetera, on transition to democracy, human rights, market 
economies, to be made available to independent democratic groups 
in Cuba, to humanitarian assistance, to victims of political repres- 
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sion and their families, i.e., the families of political prisoners, sup- 
port for democratic and human rights groups in Cuba, and for sup- 
port for visits and permanent deployment of independent inter- 
national human rights monitors in Cuba.” 

This authorization does not permit the administration to sub- 
sidize purely cultural-type exchanges, so-called economic reforms, 
or other activities that are not directly related to promoting democ- 
racy or human rights in Cuba. That is the law. Clearly, that is the 
law. 

Furthermore, Section 109(c) mandates that, quote, “The Presi- 
dent shall take all necessary steps to ensure that no funds or other 
assistance is provided to the Cuban Government.” 

Specifically — really, a few questions, if I may. Dr. Shah: What 
are your top priorities for the Cuba program in the upcoming year, 
number one? What changes, if any, do you plan to make to the pro- 
grams as compared to previous years, specifically? Number three 
is, do you plan to continue to build on IJSAID’s partnership with 
NGOs that have a proven track record of success in Cuba, which, 
as you know, is a closed society unlike, frankly, many in the world? 

So if you can answer those specific questions. Then, if I have 
time, I will get into some other questions that you and I have al- 
ready talked about. But I would like some specific answers on 
those. 

Ms. Granger. As we did with Mr. Jackson, let’s set the timer 
again, and you have 5 minutes to answer. 

Dr. Shah. Thank you. I appreciate the questions. 

In terms of our priorities, they are absolutely consistent with 
Section 109 of the law. They are defined as democracy, human 
rights, civil society investments and investments to support hu- 
manitarian needs related to dissidents and their families, which I 
think is incredibly consistent with that legislation. 

We are putting forward a request for $20 million, as you are 
aware. And we will be executing the programs in a manner that 
is competitively bid and requires and seeks partners who are most 
capable of carrying out the work in an effective way, given the con- 
text of a closed and authoritarian society. So I hope that addresses 
our priorities. 

In terms of the changes we are making, this will, I think, be seen 
as an evolution from prior years in a direction that is more focused 
around the areas I identified. And in terms of partners, I think this 
will be an effective way to have a competitive process to identify 
partners who are both capable of effective program implementation 
and working in challenging environments. 

Mr. Diaz-Balart. If I may. Dr. Shah, again, because the law 
doesn’t permit it, so you are not looking at changing it for cultural 
programs, for that kind of thing? Is that correct? 

Dr. Shah. That is correct. We are not. 

Mr. Diaz-Balart. Okay. Now, when you are looking at those who 
have a track record, are you focusing on those who have a track 
record in Cuba? You know, because we have had instances where 
people may be very effective in dealing with humanitarian cases 
around the world but not with totalitarian regimes like Cuba. So 
are you looking at those who have had — emphasizing those who 



326 


have a track record in Cuba, with Cuba, dealing with stuff in 
Cuba? 

Dr. Shah. We will be using a number of criteria to identify part- 
ners who are capable of implementation in Cuba. One of the cri- 
teria will be their experience in working in those types of environ- 
ments — of course, working in Cuba counts as being in that type of 
environment — and also their organizational and management ac- 
countabilities, as is our standard process, and given our new in- 
creased focus on accountabilities and effective financial manage- 
ment. 

Mr. Diaz-Balart. Dr. Shah, you and I got together, and I guess 
both of us agreed that, if it wasn’t such a serious issue, we would 
kind of think it was funny, which is the fact that the CN is still 
out there. And, since January, my office has been told that, yes, in 
a couple of weeks, it is coming — and then another couple weeks 
and another couple weeks. I met with State, and I was told in an- 
other couple weeks. And you and I got together and we both said 
that, hopefully, by the time we were at this hearing, we weren’t 
going to be having to talk about when the CN is going to be coming 
up- 

As we discussed, basically before last year, only $15 million of 
the $20 million that was budgeted for Cuba was able to be used 
for Cuba, it was sent to other country, because, frankly, the delays. 
And now we are heading in the same direction, unfortunately. 

So when is the CN going to finally be done, number one? And 
how will you keep the program on track, because we are already 
delayed, so that the $20 million that was budgeted by Congress for 
Cuba will actually be used for the intended purposes? 

So it is a two-part question because we are already delayed. 

When is the CN going to be out? And how are you going to make 
sure that the money that is there goes to the intended purpose? 

Dr. Shah. On the first part of the question, we are working with 
our interagency partners to get the CN to you as soon as possible. 
I had hoped it would be up by the end of the month, and I still 
continue to be focused on that. 

On the second part of the question, we have planning and pro- 
grammatic plans under way to ensure we are able to execute the 
program. And our team that has worked to help construct the CN 
and design this approach will be capable of implementing this pro- 
gram in the time frame we have. 

Mr. Diaz-Balart. All right, but you are not going to give me a 
time certain for the CN, though? 

Dr. Shah. I would like to, sir, but I worry that events may 
render that ineffective. So, it is my goal to get that to you as soon 
as possible. I think it is consistent with 109, it is consistent with 
the direction in which we had our discussion. And it will be imple- 
mented in a manner that prioritizes effectiveness and account- 
ability in a difficult implementation environment. 

Mr. Diaz-Balart. And I appreciate that. And, again, I don’t want 
to, but obviously, you understand that that doesn’t give a lot of 
comfort in the whole process when we are continuously — and, 
again, you have been ^eat, but when we continue to be told, basi- 
cally, “Yeah, it is coming, it is coming, it is coming,” and it gets 
to the point where the credibility of the administration has to be 
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put in question. So I would urge you to — I know you are — but to 
please focus on that, as well. 

Dr. Shah. Thank you. 

Mr. Diaz-Balart. Thank you. 

Thank you, Madam Chairman. 

Ms. Granger. Thank you. 

Dr. Shah, please follow up with staff as soon as the notification 
is transmitted so that Members’ questions can be answered. 

And I am going to go to Mr. Rothman next. 

Mr. Rothman. Dr. Shah, it is always a pleasure to be with you. 
I consider you one of the rock stars of our government. You just 
bring so many qualifications, dedication, and effectiveness to every 
job you undertake. And thank you for your service. And I look for- 
ward to a continued brilliant career. But just keep it at this level 
and we will be very happy. I have a feeling there is more and bet- 
ter things in store for you. 

But in your present role, I wanted you to comment, please, on 
the recent protests across North Africa and the Middle East, which 
demonstrate that, when the political compact between citizens and 
government falls apart, we have great disruption. And outside ac- 
tors, who are not friends of the United States or even friends of the 
people of those various countries, can intervene — intervene because 
the protestors are not as well-organized or don’t have the skills or 
tools to effectuate their desire for greater democracy and freedom 
in their respective countries. 

Is the USAID involved at all in assisting those who are seeking 
greater democracy in, specifically, Libya, Egypt, Tunisia, Bahrain, 
Yemen, or elsewhere in that region right now? 

Dr. Shah. Yes, absolutely. I thank you for your comments. 

The President and the Secretary of State have been very clear 
about the Administration’s position in supporting a responsible 
transition and understanding that this is a unique and historic mo- 
ment when peoples in these countries are recognizing and demand- 
ing their democratic and human rights. USAID, consistent with 
that strategic direction, is working in most of the countries you 
identified to assess our programs and to ensure that they are 
aligned with that specific objective. 

In Libya, our role is primarily, at this point, humanitarian, in 
support of an ongoing international effort. In Egypt, we have 
prioritized and sent a notification up for a $150 million reprogram- 
ming of resources that will be used to support an effective demo- 
cratic transition process. And, in Tunisia, we have supported ef- 
forts with specific programs, such as the Office of Transition Initia- 
tives, that have provided insights and assessments and pro- 
grammatic plans as part of a coordinated diplomacy and develop- 
ment effort in a number of these places. 

Mr. Rothman. I think that many Americans are not aware spe- 
cifically that USAID is undertaking these responsibilities. They 
just assume someone in our government is working on these 
projects. So it is nice for my fellow countrymen and women to put 
a face and an agency to the work that is being done. 

I want to, in the time I have left, ask you a question. It has to 
do with the reduction in personnel at USAID, which resulted — this 
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was, I believe, before your time — in increased amount of con- 
tracting to private contractors to oversee a number of the projects. 

Mr. Rothman. As traditionally happens, that is a recipe often for 
accountability and transparency and effectiveness problems. I un- 
derstand that last year you prioritized reversing the contracting 
trend and introduced an ambitious reform agenda known as 
USAID Forward. From your perspective how will these reforms 
lead to greater efficiencies and does your budget request sustain 
this process to ensure a better return on U.S. development efforts. 

Dr. Shah. Thank you. I will perhaps use the opportunity to intro- 
duce a graph that simply delineates the 57 percent reduction in 
staffing at tlSAID over a many decade period and at the same time 
when especially in recent years programmatic responsibilities have 
increased, especially in difficult-to-operate environments like Af- 
ghanistan, Iraq, Pakistan, Sudan and Haiti. 

In that context, we believed efforts to improve our accountability 
and squeeze more results out of taxpayer investments required a 
fundamental reform of our basic operating model, and so we intro- 
duced USAID Forward to reform our human resources and to 
prioritize procurement reforms that allow us to rein in contract 
partners and better manage to results and outcomes. 

The fiscal year 2012 request has two specific requests built in to 
support that. First, a request to hire 95 mid-career technical offi- 
cers as part of a restructured Development Leadership Initiative. 
Those mid-career technical officers are uniquely required to oversee 
and engage in contract and program oversight, and I can show how 
their allocation to our top initiatives and our most important hot 
spot countries will allow us to save significant taxpayer dollars 
over time. 

Second, we have requested 70 Office of Acquisition and Assist- 
ance procurement and contract specialists. They will with special- 
ized skills, allow us to reintroduce certain practices that I consider 
pretty basic in terms of saving taxpayer dollars such as shifting 
from cost reimbursement contracting to fixed price contracting. And 
that may sound detailed or nuanced but we have seen cost esca- 
lations in reimbursement contracts that I think are inefficient for 
the American taxpayers, and I think if we can reinvest more up 
front in designing a greater percentage of our contracts as fixed 
price contracts, then we know what we are getting. It has a fixed 
price and contractors are responsible for cost overruns, not the 
American taxpayers. 

Thank you. 

Ms. Granger. Mr. Dent. 

Mr. Dent. Hello, Dr. Shah. Just a couple of quick issues. We are 
going to have a difficult budget year and a lot of tight budget allo- 
cations all over the place, and this subcommittee is looking to high- 
light areas of duplication within the government agencies as well 
as identify programs where funding is inconsistent or not coordi- 
nated with other assistance programs. 

This year, the MCC expects to enter into second contracts with 
countries, I believe Georgia and Ghana in particular, as a means 
of graduating them from U.S. development assistance. Yet the 22 
MCC compact countries I understand also had USAID development 
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and economic assistance levels that totaled $1.2 billion for fiscal 
year 2010. 

So Dr. Shah — and by the way I have been to Georgia, and I was 
very impressed with what I saw going on there, and the strong 
leadership and I’m very pleased. But given the fiscal constraints 
that this Congress and this committee are now facing, is this an 
area where USAID and the committee could find potential savings? 
And what steps is the administration willing to take to wean sec- 
ond compact countries off of other U.S. development and economic 
assistance programs? 

Dr. Shah. Thank you. I respect the point that this is a difficult 
budget environment, and I also respect the need to find efficiencies 
across our entire development portfolio. I would recast the chal- 
lenge to us as requiring us to look across USAID, MCC, OPIC, the 
Overseas Private Investment Corporation, and PEPFAR and any 
number of other development programs. Even within USAID we 
have multiple different tools that we apply, such as the Develop- 
ment Credit Authority which stimulates local private investment or 
our Global Development Alliance which brings in private invest- 
ments. When we look across the development portfolio, we have 
been aggressive about finding areas of duplication, eliminating 
them, and finding efficiencies. 

Our second compact partnerships with MCC in Georgia and 
Ghana are good examples of where, through an initiative we call 
the Partnership for Growth, which does not require additional cost 
resources but allows for much deeper integration, we are able to 
make sure that second compacts are designed in a manner that is 
consistent with, complementary with, and efficient given the exist- 
ing portfolios and make adjustment to the existing portfolios to in- 
tegrate better and save us resources while getting better results. 

In terms of the fiscal constraints you identify, I think we have 
made a real effort to identify more than $400 million of cost re- 
allocations in the fiscal year 2012 budget. What I worry about is 
that with the H.R. 1 budget, if that becomes a baseline reality for 
fiscal year 2012, that would be very problematic for some of our 
most important programs. 

For example, in health in particular, we have tried to build on 
President Bush’s legacy with the PEPFAR program by introducing 
similar investments in very cost-efficient areas like malaria control, 
child survival, and saving women’s lives at birth. We estimate — 
and I believe these are very conservative estimates — that H.R. 1 
would lead to 70,000 kids dying. Of that 70,000, 30,000 would come 
from malaria control programs that would have to be scaled back 
specifically. The other 40,000 is broken out as 24,000 would die be- 
cause of the lack of support for immunizations and other invest- 
ments and 16,000 would be because of a lack of skilled attendants 
at birth. 

And I believe there are ways to find the efficiencies we are all 
seeking through being more businesslike in how we do our work, 
reining in contract partners and doing better program oversight. 
There is a way to do this that does not have to cost lives, and we 
are very focused and very much want to work with the committee 
to identify a path forward that can allow us to be effective at doing 
so. 
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Mr. Dent. Can I quickly change subjects? I saw on page 3 of 
your testimony you mentioned that you are working with farmers 
in the Arghandab Valley down in Afghanistan. I visited there in 
September in the village of Khakrez, I wouldn’t expect you to know 
where that is, it is a very dangerous place. How is that going down 
there right now? I was concerned when I was there in September. 

Dr. Shah. The security situation there is very much improved. I 
am familiar with that village and have visited those programs in 
Arghandab. I will point out that it is a great example of where a 
Stryker brigade had suffered real casualties there and that is 
American lives and we were able to, with a program we called 
AVIPA, a voucher and agriculture program that supports local ag- 
riculture, help create greater stability in that community by help- 
ing them return to their roots, which in that case is local agricul- 
tural production. This includes tying some of that production to 
procurements that are now done by the Department of Defense 
that buys some of the higher value outputs and setting the stage 
for them to be more effective in exporting fruits and pomegranates 
and other products outside of the country and really rebuilding Af- 
ghanistan’s proud high value agricultural history. That is a priority 
program for us, and we continue to see real progress in the agricul- 
tural sector in Afghanistan. 

Mr. Dent. You have not taken any casualties? The State Depart- 
ment? 

Dr. Shah. Our implementing partners who hire local Afghan 
staff have suffered casualties in that area, and I appreciate you 
asking the question because it highlights that the civilian partners 
are taking great risks to rebuild their own country. Thank you. 

Ms. Granger. Thank you. We are going to do a second round for 
those who want to participate. 

Dr. Shah, you recommended that our congressional delegation 
visit two food security programs in Guatemala. The first is a pro- 
gram that distributes emergency food assistance from the Public 
Law 480 program to children who are malnourished. The second is 
a program aimed at preventing emergency food needs by gener- 
ating increased agricultural productivity that not only feeds the 
community but generates some income. 

I support the approach you are pursuing in food security but I 
question the funding levels requested at $1.4 billion. This is more 
than triple the 2008 level and as of December 10, USAID had a 
funding pipeline of over $800 million in agriculture and food secu- 
rity programs, some of which was appropriated in fiscal year 2007. 

So can you tell me what your justification is for the level of fund- 
ing for fiscal year 2012 when the program has grown very rapidly, 
there are significant funding pipelines and additional planning 
work needs to be conducted in several of the countries? 

Dr. Shah. Thank you. I appreciate the question and will point 
out that our Feed the Future Program is really our signature effort 
to demonstrate how we are trying to make some tough decisions 
and do things very differently. Guatemala is a good example of how 
the Public Law 480 program is in the process of restructuring its 
feeding to target kids in the minus 9 to 24-month age category. Of 
course, minus 9 months is pregnant women. And the first 2 years 
of life for young kids, because we know if we can provide targeted 
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high value foods during that period of time it has lasting and sig- 
nificant benefits for child brain development, economic potential 
and social stability in a way that does not exist if it is done for 
older kids. 

So as difficult as it is to shift feeding from kids who need it and 
who are hungry, we are making tough decisions to invest where we 
think we get the most results. 

Similarly in Guatemala, and I appreciate you had the chance to 
visit the Walmart partnership. We have expanded that throughout 
the region and it is a great example of how USAID working with 
USDA on the phytosanitary side are making targeted investments 
to help large communities of farmers produce high value products, 
sell them into global value chains, earn more incomes. And now 
when I visited the village — I am not sure exactly where you were — 
I visited a village where they told me that 3 years ago there were 
20 kids in school and now today because of that partnership with 
USAID and Walmart, they had a demand for 500 kids to go to 
school. And that is because when women farmers earn income, the 
very first thing they do is invest that income in the health and edu- 
cation of their children. And it demonstrates how we can move 
communities from out of poverty to a place of stability in a way 
that is far more efficient than dealing with the consequences. 

In terms of the budget with respect to this, of the $1.4 billion, 
I believe approximately $300 million is for the World Bank Trust 
Fund. We have worked aggressively to set that fund up and to 
make sure that they have — right now they are not able to make 
grants to countries that we have worked with to submit proposals. 
These are countries that worked very hard to show they will in- 
crease their investments and do the right things on the policy side, 
invite in real private investment and make tough reforms, and they 
are only able to send the proposals in if the fund is funded and able 
to give money. So that is number one. 

On the bilateral program, which is $1.1 billion, we have, and I 
did stop the original program so that there could be a period of de- 
veloping new strategies and restructuring projects. I would high- 
light what we did in Senegal, where we essentially shut down pro- 
grams that were helping very poor communities do good things in 
terms of producing honey and selling honey and thereby serve as 
providing livelihood support for very, very poor people. However 
through a rigorous analysis we found we would help more people 
with the same resources if we shifted those resources into larger 
value chains in maize, rice, and dairy. And so we have restructured 
the program, worked with the government, brought in other donors 
and brought in partners like the World Bank, and now our team 
is ready to accelerate significantly their program implementation. 

We are seeing that in Ghana, Tanzania, Bangladesh, Guatemala, 
Senegal, Ethiopia, Malawi. And without the $1.1 billion we will 
simply not be able to live up to the commitments we have made 
to entice all of these other partners to be participants. 

I would finally conclude by just noting I had a conversation re- 
cently with the President who plans to use the upcoming G-20 to 
once more ask our international partners to live up to their com- 
mitments. We committed $3.5 billion to this Feed the Future initia- 
tive and the international community committed an additional $18 
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billion, bringing the total to almost $22 billion. In order to have the 
credibility to hold our partners to account we need to meet our own 
commitments. 

And so I thank you for highlighting it and for your support. And 
I can assure you that this is one area where every dollar that we 
spend will be spent incredibly efficiently and will generate the kind 
of results to inspire people to know that we can end hunger over 
time and do it in a way that helps American businesses and helps 
alleviate the national security pressure of countries that otherwise 
suffer from failed states and food riots. 

Ms. Granger. I am going to extend my own time a little bit and 
I will allow everybody else to do that, because one of the countries 
that you did not mention was Haiti. And in the Feed the Future 
Program one of the most important things in the country selection 
is the criteria, which is host government commitment, leadership, 
governance, and political will. And Haiti is one of the largest pro- 
gram budgets requested for fiscal year 2012. And there is no doubt 
there is need, but I understand that Haiti does not have a country 
implementation plan in place, yet it is slated for one of the largest 
programs. With Haiti in a state of transitional recovery from last 
year’s earthquake, what can you tell us about why funding there 
is a priority? 

Dr. Shah. Well, two or three things. First, Haiti has made a sig- 
nificant commitment and has moved faster than any other country 
to go from zero to planned development in a context where their 
agricultural ministry had collapsed and they had lost much of their 
people in that ministry. And the effort they have made is so ex- 
traordinary in that regard. 

Second, we have had a longstanding process of getting the Hai- 
tian government to make some policy reforms and changes to allow 
for more effectiveness, and we are seeing the results of that. We 
facilitated a partnership request from Monsanto that brought im- 
proved hybrid seeds, and we saw through one of our programs 
called the WINNER Project an almost 200 percent improvement in 
agricultural production in key areas in Haiti. 

Third, Haiti is a partner where we have a large Public Law 480 
program and we are doing, I think, a very good job of integrating 
that to make sure that we are not depressing Haitian prices and 
creating the right incentives for Haitian farmers to produce. 

And fourth, as part of their overall strategy in Haiti, having 
strong vibrant rural communities that can provide employment and 
income and keep people out of Port an Prince, is a core part of their 
decentralization strategy. That is why we are supporting the indus- 
trial park in the north. It is why we are supporting the agricultural 
sector, because that is still where 60 or 70 percent of Haitians 
make their formal employment and earn their incomes and their 
food. 

So we have been working aggressively to make sure that this is 
a Feed the Future partnership that includes private sector part- 
ners, like the Coca-Cola Company and others, brings logistics and 
improved seed varieties and technology to bear, and they will be 
held to the same standards of accountability as all the other Feed 
the Future programs. 

Ms. Granger. Thank you. Mrs. Lowey. 
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Mrs. Lowey. Thank you. That was a great segue. I would like 
to pursue further what we are doing in Haiti, because the feedback 
I am getting is that it is moving much too slowly. I want to pursue 
with you the joint venture in Haiti that was announced between 
the — that you referenced — the Haitian government, the U.S., and 
the Inter-American Development Bank to develop an industrial 
park near the north coast. This is perfect to get people away from 
Port au Prince. We know that the South Korean textile manufac- 
turer will be the main tenant and has promised to create 20,000 
jobs. 

Now, it has the possibility, the potential to create thousands 
more jobs on top of those at the textile plant, and there are ef- 
forts — we are hearing talk of building homes, roads, schools, other 
community necessities to allow workers and their families to live 
near the industrial park and not be forced to return to Port au 
Prince. 

I would really like to hear more about that. And this is a perfect 
opportunity to put in place a community of learning. You don’t 
have the outside forces like terrorism, thank goodness, to derail the 
development plans. Without an education system already in place, 
we have the opportunity to see exactly how this model for schools 
and community development can work. 

So I would really like to hear what you are doing. What is the 
U.S.’s role in this new development? Who is responsible for guiding 
the development? I envision this economic development project 
with the school, with a health center, with literacy programs and 
food programs. Where are we? How long is it going to take before 
everyone is moving back to Port au Prince? 

Dr. Shah. Thank you for the question. I think our intention is 
that with this program people wouldn’t move back to Port au 
Prince because they would have economic opportunities and com- 
munity services co-located in and around this industrial park. As 
you point out, the target employment is 20,000. We are supporting 
housing efforts in that area, and I think in a very innovative way. 

Mrs. Lowey. Is it happening? 

Dr. Shah. It is happening. The housing part of our support is to 
help clear the area, provide foundational support, and we are 
partnering with Red Cross and others who might actually construct 
the homes. But it is a cost sharing arrangement to leverage dollars. 

Mrs. Lowey. What is the time frame? 

Dr. Shah. I can come back with the specific time frame in terms 
of how many houses when. 

Dr. Shah: 

The U.S. Government is committed to working with the Government of Haiti and 
international organizations to build housing in communities near the Northern In- 
dustrial Park. This housing will be completed as part of our overall shelter and set- 
tlements work, which will focus on Port au Prince and the areas around the Park. 
USAID will support the construction of 4,000 new homes and provide infrastructure 
to facilitate the construction of the remaining 11,000 homes by NGO partners. In 
total, this will benefit 75,000 to 90,000 Haitians in the Port au Prince and Cap Hai- 
tian development corridors. 

The beneficiary selection process for newly constructed homes on allocated lots 
will prioritize Haitians who have not received transitional shelter, with a particular 
focus on households headed by single women. These homes will meet disaster-resist- 
ant building standards, and their construction will involve newly trained local staff 
wherever feasible. Through this plan, the United States will not only create thou- 
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sands of temporary construction jobs and building construction capacity in the 
north, but will support an investment package that includes electricity, transpor- 
tation infrastructure, health, and the creation of job opportunities in agriculture and 
industry. 

Mrs. Lowey. What about the schools? 

Dr. Shah. In 18 months I would expect much of this to be under 
way and the first phase to certainly be completed. 

In terms of community services, we would have schools. They are 
part of the planning and part of the effort. The partnership with 
IDB writ large includes a $10 million transfer to IDB to prioritize 
education, and we are working in an education partnership with 
them more broadly, but that includes at this site and in this spe- 
cific area. And a lot of that will be around teacher training, setting 
standards so there are common educational attainment testing and 
standards processes countrywide. 

So we are hoping this will be a model priority. It is a high pri- 
ority for us, a high priority for the IHRC commission and a high 
priority for the Haitian Government, and we believe that it needs 
to succeed. 

In terms of the overall path of progress that you alluded to, I 
want to point out that we have seen over the last few months a 
significant acceleration of activity. At the one-year anniversary on 
January 12th we had over a million people continuing in temporary 
shelters. We think that now that number is down to just over 
600,000. We are moving much more aggressively on rubble removal 
and housing construction and getting people out of those living sit- 
uations. We are seeing a significant acceleration of activity. 

We think that 20 percent of our obligations for this year will be 
made by June and we expect 50 percent to be made by September, 
and we believe we are on path to spend the supplemental resources 
across the 3-year time frame that was in the original proposal in 
the documentation with respect to the supplemental. 

So we are very focused on the financial management of this. We 
are, as I pointed out previously, trying to do this the right way and 
making the judgment that investing in planning, bringing the part- 
ners together, and in many cases investing in local construction 
firms and training them to be the providers of services in terms of 
much of the reconstruction, is the right way to approach this so we 
leave real lasting institutions in Haiti. But we will track and con- 
tinue to report to this committee on our financial progress as well 
with respect to spending for results. 

Mrs. Lowey. I would like to follow up with you. Dr. Shah, in see- 
ing a specific plan. This is very exciting to have this South Korean 
manufacturer there and to see the plans for the schools, the plans 
for the health center. I know Dr. Farmer is very actively building 
an institute, but not near where the South Korean plan is pro- 
posed. So I think this is an opportunity, an opportunity that we can 
replicate in other places. We talk a lot about it, but in my visits 
to many places, I always see marvelous examples of excellence. But 
kids are still walking 2 hours to go to school. You get to school and 
there is one teacher for a hundred kids. You just don’t see it all 
put together. And in an area like this, with all the problems in the 
world and terrorism impeding so many actions, I would be most ap- 
preciative to see progress in Haiti. 
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Are we going to go back again, should I ask another question, or 
how do you want to do this? 

Ms. Granger. I am going to go to Mr. Diaz-Balart and then if 
you have another question. 

Mrs. Lowey. Thank you, if we could continue that discussion I 
would be much appreciative. 

Mr. Diaz-Balart. Thank you very much. Chairwoman. Last sum- 
mer Congress passed the supplemental appropriations act con- 
taining $2.8 billion for Haiti’s recovery effort after that horrendous 
earthquake in January of 2010. Now while some minor requests for 
proposals dealing with Haiti have just been released by USAID, my 
understanding is to date the major RFA dealing with Haiti’s health 
care rehabilitation has not been issued yet. 

So I don’t have to tell you about the issues that Haiti has with 
their health care issues. So given the need for help, when will the 
RFA for health care rehabilitation be released? 

Dr. Shah. I will come back with a specific answer on that. I don’t 
believe it will be one RFA. It is a series of projects and programs, 
and frankly our goal is not to have one single project that is so 
large that by definition it narrows the number of partners that 
could participate and the local institutions that could participate. 

I will say with respect to the health effort in Haiti it is an exam- 
ple of our Global Health Initiative where we are working hand in 
hand with the Centers for Disease Control and Prevention and the 
PEPFAR AIDS program. The plan includes nearly 30 to 40 percent 
investment in building a structured health system so that you have 
connectivity between hospitals and clinics and you have medical 
personnel at each stage, including community health workers that 
can get out into communities. 

The second thing I would say is we have currently been address- 
ing a rapid and aggressive cholera outbreak, as you know, and I 
think our team’s integrated response has been quite effective. The 
case fatality rates at cholera treatment centers has come down 
more than fourfold over the last 3 months. While cholera will be 
a problem in Haiti for some time, we believe we have a strategy 
that integrates the health outreach with the water sanitation and 
hygiene that can manage that. We continue to see Port au Prince 
and the communities that were provided support through the hu- 
manitarian relief effort continue to be relatively protected because 
their access to clean water and safe sanitation is actually higher 
today than it was pre-earthquake. And those are all important 
components of the health sector strategy going forward. 

Dr. Shah: 

The rehabilitation of Haiti’s health care system remains a priority for USAID. 
There will not be a single RFA dedicated to this — the funds allocated to Haiti’s 
health sector will be spent on a range of projects essential to improving Haiti’s 
health care system. About 20 percent of the supplemental funds designated for the 
health sector will be spent on existing USAID health programs, such as improving 
service delivery, health system strengthening, and the purchase of commodities. The 
other 80 percent will be used for new awards — particularly for health service deliv- 
ery, rehabilitation and reintegration of persons with disabilities, and in health infra- 
structure improvements. 

USAID expects to issue a solicitation for multiple awards in September. Addition- 
ally, on March 15, USAID issued an RFA for a program to rehabilitate and re- 
integrate persons with disabilities. USAID intends to provide up to four awards for 
this effort. USAID held a very successful conference in Port au Prince on March 31, 
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which drew over 150 local participants, to discuss the solicitation. This RFA, em- 
bracing USAID Forward procurement reform principles, is expected to increase par- 
ticipation from non-traditional partners who have unique and locally viable program 
ideas. 

The US government is also moving forward on health infrastructure investments 
in the geographic areas — known as corridors — that we have prioritized. 

In September 2010, the U.S. Government, the Government of France and the Gov- 
ernment of Haiti signed a memorandum of understanding to rebuild the State Uni- 
versity Hospital (HUEH) with the U.S. and France each pledging $25 million to- 
wards this project, and the Government of Haiti pledging $3.2 million. The project 
is ready to proceed with the design and building process. In line with the new 
USAID Forward contracting goals and objectives, USAID is exploring methods 
through which it could support this project’s completion with a project unit within 
the Haitian Ministry of Finance as project manager. 

Mr. Diaz-Balart. We know that Haiti has a lot of issues. They 
had a lot of issues before the earthquake and obviously now they 
have incredible health care issues that they are dealing with. 
Again, because here is an issue that is urgent, obviously, and yet 
a lot of you know, a number of RFAs or whatever it may be, there 
seems to be — how do I say this in a nice way — there does not seem 
to be the urgency that is required because again this is an issue 
of life and death. 

And so adding to what I said previously about the issue with the 
Cuban democracy, there seems to be a bit of a pattern, I hate to 
say this, where there are delays after delays after delays. And so 
the issue is it does not give me a lot of confidence in the case of 
the health care rehabilitation issue in Haiti that there is the real- 
ization of the urgency. And we already talked about the other 
issues. So it is a little bit, frankly, worrisome. 

Dr. Shah. I would like to address that directly. I believe I would 
characterize it very differently. Our Office of Foreign Disaster As- 
sistance, which has been managing the health sector response espe- 
cially to emergency needs, has from the beginning been aggressive 
about moving resources and getting support services out quickly. 

Our response to the cholera epidemic was so rapid and so broadly 
based in its ability to reach rural communities that really no one 
has reached for a long time — we used text messages to get informa- 
tion out to communities that otherwise couldn’t get it. We set up 
160 cholera treatment points of service, including mobile points of 
service, very, very rapidly. We did all of that through issuing RFAs 
and working with partners incredibly rapidly, within days and 
weeks. 

In terms of going forward with health system reconstruction, we 
continue to be on that path. The components of this that require 
emergency response are moving very quickly. The components that 
require more integrated planning we are doing that planning and 
will issue a broader series of RFAs so that many different partners 
can participate. And that is worth doing. 

In Haiti over a long time in the health sector we have treated 
everything as an emergency, and as a result you have had a lot of 
NGOs doing work that don’t necessarily communicate with each 
other and don’t have a system that they can plug into for a cohe- 
sive and strategic approach. 

With respect to our democracy and governance program, I would 
just highlight, I know you were not referring to Egypt, but in Egypt 
we have moved from reprogramming $150 million to getting the 
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congressional notification up, to now completing the first round of 
RFAs to provide support to institutions within a matter of weeks. 
And I know that there was some challenge about whether we could 
do that, hut we have moved very, very quickly. And I think that 
for us is becoming a model of how we want to work, especially in 
areas that require speed and focus with respect to these critical 
time sensitive transitions. 

Ms. Granger. Thank you. Dr. Shah. Mr. Schiff. 

Mr. Schiff. Thank you. Madam Chair. And thank you for being 
here. Administrator. I appreciate the superb work that you do, and 
I apologize if this has probably been asked earlier. If it has, you 
can certainly abbreviate your answer and I will get the full text of 
your remarks later. But I wanted to raise again the topic of the 
dramatic changes going on in the Middle East and North Africa. 

This is a generational opportunity for tens of millions of people 
to enjoy a better form of governance and an opportunity for a bet- 
ter future, and I think we need to seize this opportunity to assist 
them in every way. I was pleased to see Secretary Clinton’s an- 
nouncement of $150 million to support that effort in Egypt and a 
reprogramming of $20 million for Tunisia. 

Are part of these funds coming from USAID? Does USAID have 
the flexibility to do the reprogramming necessary to meet the needs 
in those countries? And beyond those countries, how will the dy- 
namics of what is going on in the region affect USAID’s approach 
to democratic and governance assistance in other countries that 
may not be in the throes of revolution but are candidates for it un- 
less they move more swiftly along the pace for reform? 

Dr. Shah. Well, thank you. I think we fully recognize and appre- 
ciate that this is a unique generational opportunity. The President 
and the Secretary have been very specific and clear in terms of 
their directions to USAID to be supportive of that critical time 
bound and time sensitive opportunity. 

Our approach is very country-by-country, because each of our 
countries have a different modality of programming. In some places 
like Egypt we have had a very longstanding program with a lot of 
visibility and partnership with the government of Egypt. As a re- 
sult reprogramming $150 million — and that was USAID-led re- 
programming of USAID resources — requires consultation and nego- 
tiation with our partners and with the government. 

We have focused on deploying those resources rapidly for the 
purpose of supporting the current transition opportunity. And so 
that means providing support for an effective elections process, 
support for civil society organizations, defined very broadly, includ- 
ing many new institutions and organizations that have just been 
formed and created. It allows us to support organizations like IRI, 
NDI, IFES and others that are able to provide unique capabilities 
to partners in that environment and do that in a spirit of partner- 
ship with those on the ground. 

So I believe we are focused on moving quickly and rapidly. For 
us it is very important to do this in a manner that is deeply con- 
nected to the diplomatic realities and to the country-by-country 
unique characteristics that define both what is possible and what 
is responsible in terms of transition, and we are trying to do that 
in a very integrated way with the State Department. 
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Mr. SCHIFF. Looking at the unique characteristics in Egypt and 
the accelerated time frame for Egyptian elections in September, 
parliamentary elections, the presidential elections to follow some- 
time thereafter, how is USAID keeping pace with that? Obviously 
there are tremendous organizational challenges for political parties 
that have been marginalized in Egypt. 

So can you talk a little bit about how we can meet that aggres- 
sive timetable? 

Dr. Shah. Yes. You know we are fortunate to have more than 
200 people, most of whom are Foreign Service nationals in our 
Cairo office. We have been working and have a long history there 
and have good relationships with a broad range of partners, both 
registered and unregistered. We work in partnership with MEPI 
and other State Department programs based out of the embassy so 
that we have a coordinated approach, and we are pursuing our 
work in a way that is very sensitive to the time scale here and the 
time sensitivity of needing to act quickly, which is why we put the 
$150 million notification up here quickly. We effectively repro- 
grammed resources to do that and we will continue to work at that 
pace in order to meet the President and the Secretary’s overall ob- 
jectives in terms of supporting transition to self-determination and 
democracy. 

Mr. SCHiFF. Thank you again for your superb work, Mr. Adminis- 
trator. Thank you. Madam Chair. 

Ms. Granger. Mrs. Lowey. 

Mrs. Lowey. Thank you again. At the London Conference in 
2010, the United States and the international community agreed to 
work to provide up to 50 percent of donor assistance directly 
through mechanisms of the government of Afghanistan. This past 
February, when I attended the Munich Security Conference and 
had an opportunity to hear President Karzai, he further suggests 
that all funding should be channeled through Afghan Government 
mechanisms. 

Either way, sending funding to the Afghanistan Government car- 
ries significant risk of corruption, collusion, and misappropriation 
of assistance funds. On the other hand, if we are to successfully 
transition out of Afghanistan by 2014, we have to find a way to ad- 
dress this corruption. 

I am aware that we are working closely in an interagency way, 
especially with Treasury, to monitor those funds and to assist the 
Afghans to address the issue of corruption. I am also aware that 
the government of Germany is working cooperatively with us. 

So if you can explain to us, what is USAID doing to increase the 
capacity of Afghan ministries that are being considered for direct 
government-to-government support and what process is USAID un- 
dertaking to assess the capacity of the Afghan ministries to receive 
direct assistance? 

And another question — I might as well put them all out there — 
by moving away from large contractors, will more programs be im- 
plemented by local NGOs and are you working with local NGOs to 
assist them in developing satisfactory oversight practices? 

So let me give you the opportunity to talk about what we are 
doing to transition the money through the government ministries, 
what are we doing to provide adequate oversight for the NGOs, and 
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other training programs? And do we keep tabs and work coopera- 
tively with the Defense programs or are they just continuing to 
hand out cash — maybe we will have to ask them directly — as they 
move around trying to transition their programs as well to the Af- 
ghans? 

Maybe I should have you just address the first question. Our 
chair is a member of the Defense committee so she can deal with 
the cash that is being handed out through the Defense Depart- 
ment. Thank you. 

Dr. Shah. Well, thank you. Maybe I will address two or three dif- 
ferent points. The first point on Afghan ministries and our support 
for them. We have pursued that in two tracks. One track has been 
providing them with a greater sense of partnership, shared pro- 
gram design, and in some cases like our AVIPA program that pro- 
vides agricultural support to farmers in unstable environments, the 
ability to put the Ministry of Agriculture and Livestock logo on 
vouchers that go to farmers so it builds the credibility and support 
for the government. 

In that context, we don’t directly fund through the government 
but we have a shared partnership on program design, on under- 
standing the criteria we are using to implement the programs, and 
on evaluating and reassessing how that fits into the overall transi- 
tion plan for 2015. 

The second category is where we do intend to provide direct re- 
sources, and in that context we have done it in two primary mecha- 
nisms. The biggest mechanism has been the Afghanistan Recon- 
struction Trust Fund, which is an international validated mecha- 
nism that provides all the controls of any other mechanism we 
have. That continues to be our main vehicle for reaching the 50 
percent target, and we will continue to hold that mechanism to ac- 
count with our international partners, including Germany and 
some others, and linking that to the IMF program. 

The second part of direct support is directly investing through 
different line ministries. We have worked with Agriculture, with 
Education, with Health, and a number of others. And in cases 
where we do that, we embed procurement teams and accountability 
teams in the ministry. Health is a good example, where we have 
over a 6-year period really helped the Ministry of Public Health de- 
velop their own project implementation mechanisms, but we have 
done it by being embedded with them so that we can track re- 
sources and have the right accountability mechanisms. 

I would argue that that is worth doing and that that extra effort 
is what will present for us an exit strategy so that we don’t just 
have U.S. implementers out there running health clinics and 
schools and agriculture programs outside of a coordinated effort 
with all levels of Afghan governance. 

The other part of your question spoke to how we provide risk as- 
sessment and capacity support for partners we want to invest in. 
As part of our procurement reform we have developed around the 
world two types of teams, risk assessment teams, and they have 
developed risk assessment tools that were just recently validated in 
multiple pilot countries to allow all of our practitioners in the field 
to have tools to do the kind of assessments of local institutions 
prior to making awards to those institutions. 
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And then second, we have implemented a series of new local ca- 
pacity building programs for NGOs and for government institu- 
tions. And the combination of those new tools really helps make 
our procurement reform real and operational for members of our 
teams around the world. And I would welcome the opportunity to 
send to the committee details on both of those mechanisms. But 
they are very important in terms of reintroducing a skill set at 
USAID that I think is core to the discipline of development, and 
that is how you spend money in a way that builds capacity, gen- 
erates results, and gives us the conditions that would allow for our 
exit over time. 

Mrs. Lowey. Let me just close and thank you very much again 
for your leadership. Given the budget crunch, and given the bipar- 
tisan focus on making every dollar count, I think this kind of infor- 
mation is absolutely essential for those of us who believe in the im- 
portant work that you and your agency are doing. And so I truly 
want to thank you, and I look forward to getting up-to-date reports 
in this area. Thank you very much. 

Ms. Granger. Thank you. Dr. Shah, for your time, and for your 
excellent answers and the work that you are doing in difficult 
times. As we talk about what to fund, and what not to fund, we 
unfortunately have limited time. And so one of the questions I will 
submit for the record and I would greatly appreciate your rapid re- 
sponse. It has to do with your top priorities. I will not take your 
time here, but give you some time to think about it. 

This concludes today’s hearing. The record will remain open for 
members to submit questions for the record. The hearing is ad- 
journed. 
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Questions for the Record Submitted to 
Administrator Rajiv Shah by 
Chairwoman Kay Granger 
Subcommittee on State, Foreign Operations 
Committee on Appropriations 
March 30, 2011 


Interagency Coordination 


Question #1 : 

As USAID works to improve the process for contracting and implementing assistance, are there 
plans to coordinate with other agencies who work on development issues within the 
Administration? Please explain. 

Answer : 

USAID is actively coordinating with other USG agencies in the rollout of its Implementation and 
Procurement Reform (IPR) Initiative, From the outset, the Department of State and USAID incorporated 
several high-level IPR concepts into the QDDR. 

The following are several specific examples where USAID has already engaged or has plans to 
engage other USG agencies in its IPR efforts. 

- USAID regularly interacts with the Office of Management and Budget’s Office of 
Federal Procurement Policy, including frequent meetings with Administrator Daniel 
Gordon on IPR, including its initiatives to reduce the number and size of its high-risk 
contracts, including cost-type and non-competitive contracts. USAID has also 
participated in interagency discussions relating to the Haiti Earthquake response and has 
received valuable advice on bolstering competition and opportunities for post-Earthquake 
activities. 

- Contract Review Board - USAID policy requires proposed solicitations, source 
selections, and contract awards for procurements above $25 million to undergo a central 
review to ensure policy and legal compliance. USAID’s Office of Acquisition & 
Assistance recently reached out to the Defense Logistics Agency and the Department of 
Energy on best practices in its contract review process to improve its own contract 
procedures, including an increase in the quality of procurements and the evaluation 
process while also minimizing litigation risk. 

- On Objective 1 of IPR (strengthening and utilizing host country systems), USAID 
interacted with the Millermium Challenge Corporation and the Department of the 
Treasury to compare experiences tuid solicit perspectives from other USG agencies on the 
use of host country public financial management (including procurement) systems, 
USAID plans to engage other agencies such as HHS on this issue in an attempt to reach a 
consistent and coherent approach. 

- USAID has coordinated with the Government Accountability Office (GAO) on support to 
the International Organization of Supreme Audit Institutions to bolster capacity of audit 
institutions around the world. USAID and the GAO are exploring staffing and funding 
arrangements to tap into the expertise of GAO auditors in providing additional capacity 
to host country government supreme audit institutions. 
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- Under the Global Health Initiative, the interagency group (including USAID, State, HHS) 
has incorporated into its strategies several IPR principles which dovetail with GHl 
principles, such as encouraging country ownership and investing in country-led plans, 
and building sustainability through health systems strengthening. This group meets on a 
regular basis and the issue of aid mechanisms and modalities is a central component of 
strategy development. 

- USAID has discussed IPR with the Inter American Foundation (lAF) and the African 
Development Foundation, USG foundations that receive USAID funding. 

- USAID is coordinating efforts with the Peace Corps and the State Department on 
capacity development of local civil society organizations. 

Question #2 : 

The White House has indicated that the USAID Administrator will be included at National 
Security Council meetings as appropriate. How has this role changed? Is the current 
policy sufficient? 

Answer : 

The President’s policy directive on global development calls upon USAID to provide its 
development perspective in interagency discussions of foreign policy. As a result, USAID is 
now playing a very active role in relevant National Security Council meetings where it 
contributes its expertise on important development issues. For example, the Agency is a core 
participant in the Global Development Interagency Policy Committee (IPC), which is the forum 
for implementation of the President’s policy directive on global development, and has drafted 
papers and led discussion of critical development topics such as evaluation, aid effectiveness, 
and food security in that forum. USAID’s leadership participates regularly in a variety of other 
IPCs, including both country- and region- specific issues as well as sectoral issues, As 
Administrator, I participate regularly in Deputies’ and Principals’ IPC Committee meetings on a 
variety of issue areas, including national security and other Administration priorities such as food 
security and global health. The current policy is sufficient to support USAID’s role at the 
National Security Council. 
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Questions for the Record Submitted to 
Administrator Rajiv Shah by 
Chairwoman Kay Granger (#3) 
Subcommittee on State, Foreign Operations 
Committee on Appropriations 
March 30, 2011 


Procurement Reform and Direct Assistance 


Question: 

Please provide, by country, the amount and type of direct assistance USAID currently 
provides and plans to provide in FYI2 and beyond. What specific measures will USAID 
take before providing direct assistance? What are the procedures for evaluating to 
determine if corruption, waste, fraud, or abuse exists? What procedures are in place to 
revoke assistance if problems are found? 


Answer : 

USAID added a new chapter (220) to its Automated Directives System (ADS) 
entitled “Use of Reliable Partner Country Systems for Direct Management and 
Implementation of Assistance” on August 17, 201 1, attached, ADS 220 contains our 
procedures for risk assessment and treatment that address the questions about “measures” 
and “procedures.” 

While, at this time, USAID does not track amounts or types of direct assistance on 
an individual country basis, we have requested plans from our Missions on achievement 
of a target of 30 percent of USAID-managed funds to be channeled through local 
institutions by 2015. “Local institutions” means partner country financial systems, local 
NGOs and small businesses, Development Credit Authority projects with local 
enterprises, and pooled funding when partner country systems are used. The target is 
global and does not bind any individual mission; for some, the total may be zero. 

Every agreement between USAID and a partner government will include 
language requiring a reimbursement of any funds that do not meet the requirements of the 
agreement. Each implementation will also be designed to include monitoring and 
mitigating techniques to provide assurances of proper financial management to safeguard 
resources and to assure that results are achieved. If it determined that funds are being 
misused and/or results are not being achieved, USAID will retain the rights to curtail 
existing agreements and move towards more effective implementation tools. 


Attachment: 

Automated Directives System 220 
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220.1 OVERVIEW 

Effective Date: 08/16/2011 

This chapter provides the policy directives and required procedures for determining the 
suitability of using partner country systems for implementation of USAID-funded 
assistance. 

Partner country systems are national arrangements that are established in the national 
legislation covering Public Financial Management, procurement, audit, and the internal 
monitoring and evaluation functions of partner country governments. They can include 
external monitoring, and in some cases, supporting project implementation, by civil 
society and private sector entities. Partner country systems include Public Financial 
Management (PFM) systems at both the government-wide and ministeriai/sectoral level. 
They also include partner country procurement and project design and implementation 
systems, both on a national and ministerial/sectoral level. In addition to systems 
established at a national level, partner country systems can include those established at 
a subnational level, such as regional or local Public Financial Management, 
procurement, design and implementation, and related systems. 

This chapter highlights the Agency’s commitment to promote country ownership. It 
promotes the practice of partner countries taking the lead in designing and 
implementing clearly defined development strategies and managing their own 
development processes. USAID’s development policy ultimately must support 
long-term, sustained progress and make assistance unnecessary in the long term by 
partnering with countries to use their internal systems, build their capacity, maximize the 
impact of assistance they receive, and provide for their own people. USAID’s 
assistance is most effective when it can work through partner country PFM systems 
rather than around them, to ensure that the aid received maintains the accountability of 
a government to its people. Use of partner country systems should only be considered 
for project implementation when bilateral political conditions allow, and when fiduciary 
risk from use of partner country systems can be identified and managed appropriately 
using the procedures established below. 

To ensure effective use of funds provided by U. S. taxpayers and appropriated by 
Congress, USAID will make greater use of partner country systems by establishing the 
following: 


• Application of the Public Financial Management Risk Assessment 
Framework (PFMRAF); 

• Agreement on an accountability framework and capacity building; 

• Documentation of risk identification, allocation, and if applicable, risk 
mitigation measures and formal Approval of Use of Partner County 
Systems (AUPCS); 
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• Training of cognizant USAID staff in implementation of USAID-funded 
assistance through use of partner country systems (PFM practices, risk 
assessment and mitigation, governance accountability systems 
strengthening, PFM capacity building, relevant implementation 
mechanisms, negotiation of bilateral agreements); 

• A new USAID/Washington (USAID/W) support team has been established 
in the Office of the Chief Financial Officer (CFO), to assure quality control 
and consistency in 

• Using the PFMRAF, 

• Analyzing data, 

• Proposing and monitoring exposure limits, and 

• Providing continuing policy analysis and advice to the Chief 

Financial Officer (CFO) and Administrator. 

Each of these requirements is discussed below, and additional guidance will be 
forthcoming as needed. This guidance supplements, but does not replace, existing 
Agency policy and guidance on Programming Policy ( ADS 200 series ). Host Country 
Contracts ( ADS 305 ). Procurement Under Fixed Amount Reimbursement Agreements 
( ADS 317 ) and Grants to Foreign Governments (ADS 350 ). In addition to following the 
procedures set forth below for Approval for Use of Partner Country Systems, Mission 
Director/Prlncipal Officers remain responsible for partner country procurement system 
assessment and certification requirements under ADS 301.5.2 and for determinations of 
adequacy of partner country procurement systems under ADS 317.3 until further notice. 
See ADS 220.3.2.2 Stage 4 for guidance on the relationship between the AUPCS and 
the certification and adequacy requirements of ADS 301.5.2 and ADS 317.3. 

Use of partner country systems is encouraged, not mandatory. Any such use should 
further USAID’s and the Partner Country's development objectives and national 
development plan. It should also address any fiduciary risk in the Partner Country PFM 
system being considered for direct implementation of USAID-funded assistance. Use of 
partner country systems is Just one approach of many available for delivery of 
assistance. It can be combined with USAID support for local non-governmental and 
private organizations, traditional USAID contractors and grantees, and other methods to 
achieve development objectives. Note that even in the absence of an AUPCS, USAID 
Missions still may consider provision of capacity building technical assistance to partner 
country government counterpart ministries and other components. 

Note: Partner country systems referenced in this chapter do not include Host County 
Contracting under ADS 305. Host Country Contracts and ADS 301. Responsibility 
for Procurement . The PFMRAF established by this chapter is intended to be an 


ADS Chapter 220 


4 



348 


Chapter Issuance Date: 08/16/2011 


assessment of a partner country’s own PFM systems rather than a certification that a 
Host Country government is able to carry out a procurement “in accordance with 
applicable USAID standards and procedures” ( ADS E301.5.2b ). 

220.2 PRIMARY RESPONSIBILITIES 

Effective Date: 08/16/2011 

The following Primary Responsibilities are based on function, not skill category 
(backstop-specific). Because not every Mission/Operating Unit is staffed with personnel 
of all skill levels, a Mission Director/Principal Officer has the discretion to customize 
functional responsibilities to match staff capacity and meet the needs of each Mission 
when implementing assistance through partner country systems. 

Mission Director/Principal Officers are encouraged to issue Mission Orders, as needed, 
to assign the functional responsibilities below; 

a. Mission Director/Principal Officers, with his or her counterpart partner country 
governments, promote collaboration and mutual accountability between USAID, the 
partner government, other donors, civil society, and other key stakeholders. The 
Agency encourages the Mission Director/Principal Officer to do so in coordination with 
the relevant embassy Chief of Mission, in order to manage political risk. 

Mission Director/Principal Officers are responsible for offering to undertake an 
assessment of partner country PFM systems, if appropriate. This assessment is in 
coordination with the partner country government. 

If the partner country government agrees to an assessment, Mission Director/Principal 
Officers are responsible for designating mission staff to coordinate and conduct the 
PFMFtAF. If the PFMRAF assessment supports use of partner country systems for 
implementation of USAID funded assistance and such use furthers the goals and 
objectives established by the mission. Mission Director/Principal Officers within their 
discretion are responsible for documenting approval of such use through a formal 
Approval of Use of Partner Country Systems (AUPCS) determination (discussed below). 
Approval of an AUPCS should be considered on the basis of identified, assessed, 
allocated and evaluated risk, and if approved, may contain/be subject to risk mitigation 
measures to address any such risks. Mission Director/Principal Officers may consult 
with their cognizant Assistant Administrator and/or the USAID/W/Office of the Chief 
Financial Officer concerning the AUPCS if necessary. 

If the AUPCS is approved, Mission Director/Principal Officers are responsible for 
negotiating, signing, administering and, if needed at the implementation stage, 
amending, suspending, or terminating a Bilateral Project Agreement with Partner 
Country governments for use of partner country systems. 

b. USAID Partner Country Systems Teams (PCS Teams) assist the Mission 
Director/Principal Officer in offering to Partner Country government counterparts an 
assessment of the Partner Country government's administrative, PFM, and technical 
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capacity. If the offer is accepted, PCS Teams will assist in assessing partner country 
government fiduciary risk before obligation of funds b^ using the PFMRAF. PCS teams 
must consult with the USAID/W/CFO Global Partner Country Systems Risk 
Management Team (GPCSRMT), below, concerning discharge of due diligence 
responsibilities with applying the PFMRAF and identification and management of risk 
from use of partner country systems. 

The Mission Director/Principal Officer may also delegate to the PCS Team the 
responsibility for the design and implementation of any institutional capacity building 
project to provide PFM technical assistance to the partner country government, 
preparatory to USAID making greater use of partner country systems. 

PCS Teams may also be assigned responsibilities for incorporating the results of the 
PFMRAF and AUPCS into a project design reflecting implementation through use of 
partner country systems, and for assisting the Mission Director/Principal Officer, as 
needed and designated, in the negotiation of the Bilateral Project Agreement (discussed 
below) with the partner country government. 

Finally, the Mission Director/Principal Officer may delegate to the PCS Team 
Leader/Team responsibilities for coordination, oversight, monitoring and evaluation of 
any risk mitigation measures established by the Mission, and for monitoring and 
evaluating the implementation of the project through use of partner country systems. 

The following are suggested functional responsibilities to be included in the PCS Team. 
Designation of Mission staff to fulfill these or other functional responsibilities is at the 
discretion of the Mission Director/Principal Officer. 

• Controllers must be designated as members of the PCS Team. They 
should be given primary responsibility for conducting the PFMRAF and 
addressing all technical issues concerning assessment of the Public 
Financial Management systems of partner country governments. They 
must also be given a primary role in monitoring and evaluating partner 
country government implementation of any risk mitigation measures for 
use of partner country systems established in the AUPCS or in negotiated 
Bilateral Project Agreements (see below) with the partner country 
government. Controllers may also be designated to participate in the 
design, implementation, monitoring, and evaluation of USAID-funded 
projects to build institutional capacity for Public Financial Management. 

• Regional Legal Advisors (RLAs) assist in application of the PFMRAF, 
project design, and preparation of the AUPCS. Advisors must participate 
in the negotiation of the Bilateral Project Agreement, 

• Contracting and Agreement Officers provide input into the AUPCS and 
help negotiate the Bilateral Project Agreement. 
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c. The following Primary Responsibilities in USAID/W provide support for the PCS 
Teams: 


• Bureau for Management, Office of the Chief Financial Officer 
(M/CFO), USAID/W supports Missions and controllers in the application of 
the PFMRAF, including development of a list of PFM risk assessment 
indicators for customization and use by Missions. The CFO assists in the 
design of risk mitigation measures and capacity-building technical 
assistance. The CFO also establishes, staffs, and administers the Global 
partner country systems Risk Management Team (GPCSRMT, see 
below). The CFO consults with the Mission Director/Principal Officer 
concerning the AUPCS. 

• Global Partner Country Systems Risk Management Team 
(GPCSRMT) in the Office of the CFO 

• Assures quality control for risk assessments conducted under the 
PFMRAF; 

• Analyzes data on the use of country systems and report to 
controllers and their missions on exposure; 

• Analyzes risk and propose risk limits to Missions; 

• Monitors use of the partner country systems; 

• Reviews the due diligence conducted by the PCS Team; and 

• Ensures that USAID’s training programs related to use of the 
PFMRAF and related policies are current and effective. 

• Assistant Administrators of geographic bureaus consult with their 
cognizant Mission Director/Principal Officers concerning difficult or 
politically sensitive AUPCSs. 

220.3 POLICY DIRECTIVES AND REQUIRED PROCEDURES 

Effective Date: 08/16/2011 

This chapter outlines the mandatory policies and required procedures that govern how 
USAID may 


• Offer partner country governments an assessment of partner country PFM 
systems, to determine if USAID may use those systems for the delivery 
and management of USAID-financed projects; 

• Provide technical assistance to improve partner country systems, to the 
point at which USAID can use those systems for the delivery and 
management of USAID-funded assistance; 

• Design assistance projects that include a component of bilateral 
assistance through partner country PFM systems; 
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• Manage financial, political, and project implementation risk from use of 
partner country PFM systems; 

• Document the use of partner country systems in the appropriate Bilateral 
Project Agreement or, in the case of a resource transfer, non-project 
agreement, (See diagram on page 19, The term "Bilateral Project 
Agreement" designates bilateral sub-obligating agreements at the project 
rather than strategic level); 

• Select and use a funding mechanism for obligating funds to the partner 
country government for implementation using partner country systems. 
(See diagrams on pages 19 and 22); 

• Monitor, evaluate, and assess project implementation using Partner 
country systems; and 

• Close out of funding mechanisms and related bilateral agreements after 
project completion. 

ADS 220 is authorized by Section 635(b) of the Foreign Assistance Act of 1961, as 
amended (FAA), which provides that “the President [or USAID Administrator as 
designee] may make loans, advances and grants to, make and perform agreements 
and contracts with, or enter into other transactions with. ..any friendly government or 
government agency... in furtherance of the purposes and within the limitations of this 
Act.” This guidance also assists Missions in meeting the requirement of Section 611 of 
the FAA to complete substantive technical and other plans necessary to carry out 
assistance in advance of making agreements or grants in excess of $500,000. 

Mission Director/Principal Officers have been delegated Agency strategic, budgetary 
and project implementation, and evaluation authorities under ADS 103.3.5.1 . including 
the authority to “[njegotiate, execute, amend, and implement grants, loans, memoranda 
of understanding, and other implementing and ancillary agreements and documents 
with foreign governments and multilateral organizations composed of foreign 
governments...” 

220.3.1 Assessment and, If Appropriate, Use of Partner Country Systems for 
Implementation of Direct Assistance 

Effective Date: 08/16/2011 

USAID has committed to make greater use of partner country systems through direct 
assistance mechanisms. To implement this commitment, all USAID Missions must take 
the following steps. (These steps must only be taken to the extent that existing bilateral 
relations and Mission resources allow.): 
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• Offer to develop a plan, in consultation with and with the participation of 
the partner country government, for USAID to assess partner country 
systems (see guidance below); 

• Complete the assessment using the PFMRAF, if the offer is accepted; 

• Consider incorporating use of partner country systems into project designs 
and implementation plans, if the results of the PMFRAF support such use 
and if it would further Mission development goals and objectives 

• Negotiate a Bilateral Project Agreement for implementation of assistance 
using partner country systems, if the above conditions have been met (see 
diagram on page 22. The term “Bilateral Project Agreement designates 
bilateral sub-obligating agreements at the project rather than strategic 
level); 

• Document the weaknesses/needed improvements in the partner country 
systems and, if political considerations allow, share the weaknesses/ 
needed improvements with the partner country government and other 
donors; and 

• Offer technical assistance to improve the PFM systems of the partner 
country government. 

As a practical matter, this guidance commits USAID Missions to: 

• Offer, if appropriate in the context of existing bilateral relations and 
Mission resources, a USAID assessment of partner country PFM systems 
as per the procedures detailed below; 

• Offer, if appropriate; if supported by the results of the PFMRAF; and if 
resources are available, technical assistance to address the assessed 
shortcomings in partner country systems; 

• Incorporate, if appropriate, use of partner country systems to implement 
USAID-funded assistance into Mission project designs; 

• Negotiate, if appropriate, a Bilateral Project Agreement with the partner 
country government for use of partner country systems for project 
implementation; 

• Use, if appropriate and if needed, risk mitigation measures to reduce any 
identified risk from use of partner country systems for project 
implementation; 
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• Document, if supported by the PFMRAF and through the AUPCS, the 
approval for use of Partner Country PFM systems; and 

• Document and, if appropriate, share with the Partner Country government 
the assessed weaknesses/needed improvements to the Partner Country 
government PFM systems. 

Use of the PFMRAF and related commitments can be undertaken with counterpart 
Partner Country governments on the subnational (that is, regional and local) levels. 

Use of the PFMRAF and related commitments can be undertaken with a 
government-owned or controlled entity (parastatal), when 1) A majority of the members 
of the supreme governing body is comprised of government officials; 2) The parastatal 
delivers public goods; 3) The parastatal is subject to audit by the state Supreme Audit 
Institution; and 4) The parastatal uses the Partner Country government’s Public 
Financial Management and procurement systems; or 5) when treatment as a "country 
system" is deemed in the interest of the U.S. Government or USAID. 


220.3.2 Required Procedures for Assessment and Use of Partner Country 
Systems 

Effective Date: 08/16/2011 

While the following steps are in logical order, the sequencing of the steps may be 
simultaneous or overlap to some degree, and is at the Mission’s discretion. 

220.3.2.1 Offer of Assessment of Partner Country Public Financial 
Management Systems 

Effective Date: 08/16/2011 

If existing bilateral relations and Mission resources allow, Mission Director/Principal 
Officers should consider offering the partner country government (1) an assessment of 
the partner country PFM systems with the goal of providing funding for project 
implementation through use of those systems; and (2) the development of a jointly 
agreed upon plan, complementary to the assessment, to address any assessed 
shortcomings in the partner country systems through provision of technical or other 
assistance. 

220.3.2.2 Assessment of Partner Country Public Financial Management 
Systems 

Effective Date: 08/16/2011 

if the partner country government accepts USAID’s offer of an assessment of the 
partner country PFM systems, the assessment must be carried out using the Public 
Financial Management Risk Assessment Framework (PFMRAF). This framework is the 
accountability mechanism USAID uses to protect U.S. taxpayer funds from 
unreasonable risk and maximize the value of development investments when USAID is 
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using partner country systems. No other assessment format or framework is approved 
for USAID use in assessing partner country PFM systems. 

Exception: Because the “substantive technical and financial planning” requirements of 
Section 611(a) of the Foreign Assistance Act of 1961, as amended, are triggered by 
contracts or grants "in excess of $500,000," use of the PFMRAF is not required for small 
or “pilot" projects implemented through partner country systems with less than $500,000 
of USAID funding or resources. Missions must document this exception in project 
approval documents for activities involving less than $500,000 in funding, and 
undertake risk assessment and mitigation measures appropriate to the level of risk for 
these activities. Please contact the Global Partner Country Systems Risk Management 
Team (GPCSRMT) for additional guidance. 

Every step/stage of the PRMRAF assessment must be appropriately documented, 
along with any risk mitigation measures agreed upon by USAID and the Partner Country 
government. Extensive documentation will provide an audit trail for any subsequent 
auditors, and also will demonstrate that the USAID Mission conducting the assessment 
and establishing risk mitigation measures exercised due diligence in doing so. 
Documentation should be maintained in any resulting project files, and pertinent 
documents attached to the Project Appraisal Document (or "PAD”; this document is 
currently referred to in ADS 201 as an Activity Approval Document). USAID Missions 
may consult with the Office of the CFO on the form and details of such documentation. 

Because the PFMRAF requires current risk assessment or if needed, risk mitigation, 
after the date of issuance of this ADS chapter, USAID Missions must conduct PFMRAF 
assessments of any new/potential partner country government implementing entities 
before any new obligation of funds to that entity in excess of the minimum $500,000 
amount, above. However, obligation of funds to pay down a “mortgage" or commitment 
level in an existing bilateral agreement to use partner country systems for project 
implementation is permitted pursuant to bilateral implementation agreements already in 
force_at the time this guidance is issued, subject to the ''reassessment'' requirements set 
forth below. This “transition period” for existing bilateral implementation agreements is 
limited to the current commitment level in bilateral implementation agreements in force 
on the date of this guidance. Please see requirements for increased commitment 
levels, below. 

In addition to the required use of the PFMRAF prior to entry into any new Bilateral 
Project Agreements, USAID Missions financing project implementation through the use 
of partner country systems must conduct updated PFMRAF reassessments on 
approved partner country government entities that are implementing USAID-funded 
projects. Such updated PFMRAF reassessments should be conducted not less than 
every three years, with exceptions approved by the Office of the CFO. Please contact 
the Office of the CFO for further guidance concerning the three-year reassessment 
requirement. 
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If a Mission substantially increases the amount of funding for existing projects 
implemented through use of approved partner country PFM systems (for example, by 
more than 50 percent of the initial commitment/obligation), an updated reassessment 
must be conducted and documented, to ensure the partner country PFM systems are 
sufficient to bear the increased risk due to the increased funding levels. 

Because assessment and use of partner country systems involve the conduct of 
diplomacy, negotiations with the partner country government, and decisions about the 
design and conduct of the USAID assistance projects in a partner country, the 
assessment process and related determinations constitute "inherently governmental" 
functions of the U. S. Government, and must be carried out by the cognizant USAID 
Mission, although contractor and other private sector support may be used to inform 
such functions. 

The Five Stages of the Public Financial Management Risk Assessment 
Framework (PFMRAF) 

Stage 1: Rapid Appraisal 

During Stage 1, the USAID Mission will identify the following: 

(a) USAID-partner country government joint development objectives that may 
lend themselves to use of partner country PFM systems; 

(b) Sectors in which the USAID Mission and partner country government may 
want to cooperate on projects implemented through partner country 
systems; and 

(c) Any areas of PFM system weakness, relationship challenges, or other 
factors that could pose significant implementation risks (loss of resources 
or failure/inadequate performance). 

The Stage 1 Rapid Appraisal is completed by the PCS Team and covers issues 
affecting country-level fiduciary risk, such as: 

• Country commitment to transparency and accountability in the use of 
public funds (Note the “transparency" requirement, in the “Legal 
Requirements” section, below at ADS 220.3.2 D. Missions should review 
the annual U S. Department of State report on Partner Country 
government budget transparency, and any related waivers that have been 
approved, at the U.S. Department of State’s Diplopedia); 

• Country commitment to effective and efficient use of public resources; 
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• Existence and quality of PFM policies, legal and institutional framework, 
and systems supporting transparency, accountability, and control, 
especially in the use of donor funds; 

• Background information on PFM in the sector(s) of interest, where 
relevant; 

• Risk of corruption, waste, fraud or other abuse; 

• Political, technical, or security factors that exacerbate fiduciary risk; and 

• Review of other donor assessments and programs for comparison of risk 
assessment and management. 

The Mission should use available, current information about the partner country’s 
higher-level Public Financial Management systems (e.g., recent Public Expenditure and 
Financial Accountability [PEFA] reports. Organization of Economic Cooperation and 
Development-Development Assistance Committee country procurement system 
assessments, partner country-generated assessments and reports, and other donors’ 
assessments) to identify systemic partner country government PFM practices that are 
potentially weak. Lack of previous countrywide PEFA or OECD-DAC assessments may 
make risk identification difficult, but should not ordinarily be a reason to turn down a 
request for a Stage 1 assessment. Countries lacking PEFA, OECD-DAC or similar 
assessments should be encouraged to complete such an assessment, with USAID 
assistance if appropriate and available. 

The Office of the CFO in USAID/Wwill support the design, planning, and 
implementation of Stage 1 appraisals. Sample Stage 1 rapid appraisal reports will be 
linked in this chapter's Internal Mandatory References section, below at ADS 220.4.2. 

Stage 2: PFMRAF Risk Assessment 

Unless the Stagel Rapid Appraisal results in a determination by the Mission that there 
is unacceptable/unmitigated country level fiduciary risk, political constraints, or other 
insurmountable barriers to the use of partner country systems, an in-depth PFMRAF 
risk assessment may be completed by the PCS Team. Partner Country government 
participation in the risk assessment is advisable where appropriate. 

The assessment, although more narrowly focused than a general audit, will include 
such testing of PFM systems as necessary to validate overall systems operations and 
internal controls, and identify performance risks. The assessment commences with 
development by the Controller and PCS Team, In consultation with the Office of the 
CFO, of a customized list of PFM risk assessment indicators taken from a 
comprehensive list available from the Office of the CFO for the candidate partner 
country (risk assessment indicators measure the quality of core systems performance 
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and level of fiduciary risk in the sector[s]). This customized list of risk factors will be 
used for the proposed PFMRAF risk assessment. 

If evidence exists from recent countrywide assessments by partner country 
governments/Supreme Audit Institutions, other donors, or international auditing 
authorities that certain government PFM functions are already of acceptable quality, the 
USAID-implemented risk assessment need not re-examine the practices covered by the 
other assessment. Pre-existing/recent assessments should be compared with the 
factors to be assessed by the PFMRAF assessment, and a “validation” analysis should 
be completed by the PCS Team to identify outstanding areas or customized factors still 
needing to be assessed by the subsequent PFMRAF assessment. The CFO is 
available for consultations on validation of pre-existing assessments, and the 
identification of additional factors, if any, that still must be assessed by administration of 
the PFMRAF. 

In Stage 2, the Mission-designated PCS Team must examine the current capacity, 
control systems, and day-to-day practices used in the PFM systems in the ministries, 
departments, or agencies that may be responsible for making and carrying out 
decisions and actions related to the assistance USAID will provide. Again, this 
examination should include such tests of PFM systems as necessary to validate the 
system's performance and internal controls. 

The Office of the CFO has compiled a list of PFM risk assessment indicators based on 
field tests of the PFMRAF and international and domestic standards for Public Financial 
Management. The Office of the CFO is available to assist the Controller and PCS 
Team in customizing this list for individualized. Mission-led Stage 2 assessments and 
otherwise support, help design, advise, guide, and provide best practices for the Stage 
2 PFMRAF risk assessment. It is also appropriate for Missions to hire expert 
consultants to participate on the PFMRAF team, such as auditors and accountants. 
However, as above, the determination to authorize use of partner country systems is an 
inherently governmental function within the Mission Director's/Principal Officer's sole 
discretion, and the determination cannot be delegated. 

Where possible, all PFMRAF risk assessments should be done jointly by the cognizant 
USAID Mission and partner country government. Diagnostic reviews such as the 
PFMRAF are an important — and growing — source of information to governments and 
donors on the state of country systems in partner countries. Partner countries and 
donors have a shared interest in being able to monitor progress over time in improving 
partner country PFM systems. 

As a practical matter, initial project design may be undertaken by the PCS Team 
simultaneously with Stages 1 and 2. Missions should have identified their development 
objectivefs), preferably in negotiation with the partner country government, prior to 
Stage 1 . Stage 2 will often include consideration or development of at least notional 
implementation mechanisms and associated risk mitigation or capacity building 
requirements, In sum, The Stage 2 PFMRAF risk assessment will establish the 
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baseline level of risk corresponding to contemplated funding levels, and vulnerabilities 
of the partner country PFM sector in which the USAID Mission is considering using 
partner country systems for implementation. 

PFM systems are never risk-free. The PFMRAF is an identification of the risks 
presented by a particular implementing mechanism deployed to achieve a given 
development objective relative to the country systems to be used. “Identification” 
neither eliminates nor mitigates the risk. Positive actions will be required for mitigation, 
but it is the nature of public financial administration systems that risk can never be 
eliminated, only mitigated and reduced. 

Stage 3: Risk Analysis, Management and Mitigation 

At Stage 3, the cognizant USAID Mission Director/Principal Officer, in consultation with 
the designated members of the PCS Team, (and the CFO if desired), reviews the Stage 
2 risk assessment report and decides whether any detected PFM systemic risk in the 
developmental sector being considered for use of partner country systems (that is, the 
cognizant partner country national/ministry, regional or local governments) can 
reasonably be mitigated and if so, what kind of mitigating measures might be introduced 
to reduce that risk. In addition, the USAID Mission Director/Principal Officer, as advised 
by the PCS Team and Controller, must determine whether actions or inputs will be 
made by USAID or the partner country to enhance partner country Public Financial 
Management, especially in the specific sector(s) being considered for use of partner 
country systems for project implementation. If actions or inputs are made by USAID or 
the partner country, the Mission Director/Principal Officer must determine what kind of 
actions or inputs will be made. The determination will be made in consultation with the 
partner country government. 

Missions are advised that all risk management decisions should be made on the basis 
of identified, assessed, and evaluated risk after consideration of the knowledge 
available at the time of the decision. Risk management decisions may require the 
partner country government to undertake appropriate risk mitigating actions. 
Identification of risk management measures is intertwined with, and may overlap with, 
project design, below. Through the design process, risks will be evaluated for 
probability and impact, given a specific project design. Any identified risk must be 
treated through capacity building, imposition of additional controls, or other measures. 

Emphasis; Corruption is a very serious issue and occurs in many of the countries in 
which USAID works. It is important for Missions to be proactive in combating corruption 
when attempting to assist partner countries in improving their PFM practices. The issue 
is not the existence of vulnerabilities to corruption, but how the partner country 
government responds to these vulnerabilities. Only if vulnerability to corruption is 
acknowledged can appropriate responses and resources be directed to combat 
corruption so use of partner country systems is possible. Some of these resources 
include recovery of losses, accountability, and enhancement of controls. If USAID's 
Public Financial Management assessment produces clear evidence of vulnerabilities to 
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corruption, but the partner country government fails to respond with appropriate policies 
and actions such as a code of government ethics and procurement integrity, robust 
financial controls, and prosecution of wrongdoers, use of partner country systems must 
not be authorized. If, however, the partner country government acknowledges a 
vulnerability to corruption and demonstrates commitment to combat it with energetic 
enforcement practices, USAID should support such efforts and weigh them favorably 
when considering use of partner country systems. 

A sound internal control environment is critical to mitigating risk due to corruption. 
Partner country public financial systems managers must be vigilant for signs of fraud 
and ensure that discrepancies in record keeping are resolved fully and transparently 
immediately upon discovery. USAID project managers are urged to seek training in 
fraud detection and prevention. In many instances, USAID may also want to support an 
oversight role for local civil society and the private sector. The opportunity to join forces 
to combat corruption may be as important to overall development as improved health 
outcomes or economic growth. USAID Missions should consider agreeing to tighter 
scopes of work, milestone type financing agreements, and other risk mitigation 
measures that reflect an environment with some vulnerability to corruption when 
working through partner country systems. USAID staff is reminded of their 
responsibilities to report fraud immediately upon detection through available resources, 
including USAID's internal chain of command and also the Inspector General’s anti- 
fraud hotline. (For telephone reporting, call 1-800-230-6539 or 202-712-1023. 
Complaints may be sent to iq.hotline@usaid.Qov .) 

Stage 4: The Accountability Framework/Approval of the Use of Partner Country 
Systems 

The Agency has established a set of conditions that would, if complied with, constitute 
formal approval for the use of a partner country PFM system. These conditions are 
known collectively as the Accountability Framework and include; 

• An official request from the partner country for use of its PFM systems; 

• Completion of due diligence on the partner country systems targeted for 
use by the PCS Team and Controller, and review and quality control of the 
due diligence by the (GPCSRMT). Such due diligence will include the 
following: 

• Completion of a risk assessment using the PFMRAF; 

• Establishment of specific risk tolerance limits which may be 
expressed as time limits (such as quarterly or annual limits on 
commitments to the partner country) or amount limits (such as "not 
to exceed $5 million") or both; and 
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• If appropriate, risk mitigation measures, which may take the form 
of short/long-term technical assistance to build 
capacity, supplemental control measures to mitigate identified risk 
areas during project implementation, or both; 

• A written Approval of Use of Partner Country Systems (AUPCS) by the 
Mission Director/Principal Officer agreeing to the partner country 
government's request to implement assistance using its systems will 
discharge USAID’s fiduciary duties, advance USAID's broad development 
goals and achieve measurable results, jointly identified and agreed upon 
with the partner country government. The AUPCS differs from the 
“certiftcation" procedures of host (partner) country procurement systems 
under ADS E301.5.2b and evaluation requirement for procurements under 
Fixed Amount Reimbursement Agreements, ADS 317.5.1 . because 
USAID Missions will not be shifting risk by endorsing a particular partner 
country system or focusing on a single procurement but rather identifying 
systemic risk and if appropriate, devising risk management strategies in 
the AUPCS. As above, the cognizant Assistant Administrator and CFO 
are each available on an ad hoc basis to consult on especially difficult or 
politically sensitive AUPCSs. The AUPCS will be prepared by the PCS 
team and Controller, and contain a statement affirming review of due 
diligence by the GPCSRMT and compliance with any global limits that 
may be in force. A Mission Director/Principal Officer may approve an 
AUPCS even where manageable risk of loss exists (and risk mitigation 
sub-optimal), if there is an overarching foreign policy or national security 
interest, or where emergent humanitarian concerns exist — as long as such 
risk is manageable. Such special considerations must be documented in 
the AUPCS. Contact the Office of the CFO for further guidance; and 

• Documentation that the PFM systems to be used for subsequent project 
implementation will be subject to (1) periodic financial audit; (2) periodic 
re-assessment using the PFMFtAF; and documentation that the project 
itself will be subject both to (3) periodic financial audit, per USAID’s usual 
procedures for bilateral projects, and (4) evaluation, in accordance with 
the Agency's most recent Evaluation Policy, of both mid-term and final 
impact of the effectiveness of the project and the capacity building in the 
implementing Partner Country system. 

The Accountability Framework includes assurances of management of the project by 
the PCS Team and monitoring of compliance with applicable and agreed upon risk 
mitigation measures, if any. These assurances should be included in the Project 
Appraisal Document (PAD). 

In addition, USAID Missions must negotiate rights to audit and investigate the use of 
USAID funds by the partner country government on behalf of the USAID Inspector 
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General, the Government Accountability Office, and other oversight bodies (see 
Standard Terms and Conditions for Bilateral Project Agreements, below). 

Stage 5: Ongoing Negotiations with the Partner Country Government 

Throughout the assessment process and the design, monitoring, and evaluation 
process, the Mission Director/Principal Officer and other designated PCS Team 
members may be engaged in consultations and negotiations about the direction of the 
project with representatives of the partner country government. Possible topics may 
include partner country government participation in the assessment process, project 
design, monitoring and evaluation, selection of an implementation mechanism, and 
negotiation of a Bilateral Project Agreement to reflect these understandings. 

220.3.2.3 Project Design, Monitoring, Evaluation, and Designation of 
Responsibilities 

Effective Date: 08/16/2011 


Formal project design and approval should occur after the AUPCS is approved and 
should incorporate the AUPCS in the Project Appraisal Document. 

Project design must include consideration of the selection of the appropriate obligating 
instrument. USAID program funds are initially obligated bilaterally through broadly 
defined bilateral obligating mechanisms such as Strategic/Development Objective Grant 
Agreements (SOAG/DOAG) or other sector specific bilateral agreements. However, 
very rarely are USAID-funded bilateral programs implemented at the program-wide level 
under a SOAG/DOAG; instead typically they are implemented at the project level under 
a sub-obligating, project level agreement. At that point, USAID Missions have a choice 
of three general types of sub-obligating agreements under the higher level, broadly 
defined bilateral obligating mechanism (SOAG/DOAG): 

• Partner country systems/Bilateral Project Agreements, covered by this 
guidance: 

• Office of Acquisition and Assistance/Contracting or Agreement officer 
awarded contracts, cooperative agreements or grants (See ADS 302 , 
Direct Contracting and ADS 303 Grants to Non-governmental 
Organizations); and 

• Grants to Public International Organizations or bilateral donors. (See ADS 
308 .) 

Only the first type of mechanism, use of partner country systems/Bilateral Project 
Agreements, is covered by this guidance. Category one, use of partner country 
systems at the sub-obligating/project implementation level, requires a choice between 
three basic types of funding mechanisms; 
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• Cost reimbursement (inputs), 

• Fixed reimbursement (outputs), and 

• Resource transfer (budget support, etc,). 
This basic approach is reflected in the following diagram: 


Mission 



Note: For the purposes of this diagram, “Cost" and “Fixed Reimbursement" and 
"Resource Transfer" do NOT have the same meanings as elsewhere in the ADS or other 
USAID guidance. Here the diagram shows that there are three generic means whereby 
USAID may use country PFM systems: (1) to finance inputs leading to defined outputs; 
(2) to finance the outputs once they are complete; and (3) to provide financial 
resources, resources that are converted into cash, or commodities that otherwise would 
have been purchased with cash to support the budget of the country or a sector. All 
specifically defined mechanisms, such as "Fixed Amount Reimbursement Agreements" 
or “Cash Transfers" fall under one of these three categories in the diagram. 
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Risk mitigation measures, such as capacity building technical assistance, concurrent 
audits, and disbursements in tranches, should be incorporated into project design where 
appropriate, and may facilitate transfer of greater responsibility for implementation to the 
partner country once capacity is built (as a practical matter, few partner country systems 
are likely to be assessed the first time as fully sufficient, implying the need for 
strengthening). Depending on the results of the PFMRAF, inclusion of a “milestones” 
approach may be useful, under which the partner country would be expected to achieve 
certain milestones or demonstrate measured progress in addressing identified PFM 
weaknesses before its systems are used fully, with attainment of related benchmarks 
measured over time. Quantitative limits on funds advanced between receipt of 
monitoring reports or simply dividing the project into phases may be used to limit 
exposure at any one point. See ADS 636 for guidance on advances of program funds. 

USAID and its partner country counterparts should agree on a monitoring plan that 
requires periodic progress reports from the responsible government counterpart; 
progress meetings to be held at which any implementation issues would be discussed 
and remedies agreed; and dates for completion of milestones. The monitoring plan 
must include provisions to ensure partner country government compliance with any risk 
mitigation measures established in the AUPCS or related agreements. 

Consideration should be given to incorporating the results of the PFMRAF and any 
technical assistance provided to address diagnosed weaknesses, into the monitoring 
and evaluation plan, if appropriate. To the extent possible, disbursement of USAID 
funds should be linked to completion of these milestones. Missions should include the 
following oversight provisions when designing the monitoring and evaluation plan: 

• Access to and right of review of relevant books and records; 

• Annual audits to be conducted by the partner country’s Supreme Audit 
Institution or an independent auditor in accordance with mutually agreed 
upon guidelines; 

• Fixed and appropriately timed periodic reports by the partner country on 
the receipt and use of funds, as well as progress towards goals and 
objectives of the USAID-funded project, including (where applicable) 
policy or performance benchmarks or milestones; 

• The opportunity to adjust, add, or delete risk mitigation features based 
upon actual experience; and 

• USAID's right to suspend or terminate the project and/or obtain a refund in 
the event that funds are used for ineligible purposes or the partner country 
otherwise breaches the terms of the project. 

See ADS 350 for Standard Terms and Provisions for bilateral agreements. 
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1 . Use of Different Modalities for a Sector Program 

it is typical for a USAID-financed development project to employ various complementary 
approaches and funding mechanisms to achieve the development/strategic objective. 
See USAID’s Policy Paper on Program Assistance versus projectized assistance for 
guidance on the two basic types of assistance USAID provides. 

For this reason, a project implemented by a partner country government using its own 
systems should be complementary to, and may need to be complemented by and 
should be integrated with, other programs, projects or activities implemented by 
different partners under different USAID-financed funding mechanisms, such as 
contracts or grants to local, international or U.S. recipients. For example, partner 
country governments often request USAID to fund under a separate agreement the 
provision of international technical expertise to help them address specific policy, 
technical, or management constraints to resolving the development problem. Partner 
country government accountability may also be enhanced by designing and 
implementing a related civil society/private sector evaluation and accountability project. 
In sum, a decision and a project design which relies on use of partner country systems 
does not mean that those systems will be used exclusively to achieve the 
development/strategic objective. Use of partner country systems is one of several 
available development assistance tools and approaches that should be considered in 
overall sector program or development/strategic objective design. 

USAID has relevant experience with multi-sector/cross sectoral programs in some 
countries, and staff are encouraged to seek guidance from the Mission’s program office 
or the Bureau of Policy, Planning and Learning (PPL) when considering provision of 
assistance on these bases. 

2. Multi-Donor Approaches 

USAID Missions planning projects using partner country systems should consider 
coordinating with other donors on sector program approaches, joint funding 
arrangements, and other coordination measures such as those set forth in ADS 308 , 
Awards to Public International Organizations, as part of the design phase. Procedures 
for use of pooled funding arrangements such as multi-donor trust funds (MDTFs) are 
reflected in the following guidance: 
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USAID decides to contribute to an MDTF to achieve its development objective. 

USAID transfers funds, either in a lump sum or in tranches, via a PIO Grant. 

If USAID must impose special limitations or requirements in the MDTF, as in the health 
sector, to meet statutory restrictions: the Fund Trustee will establish a Single Donor 
Trust Fund (SDTF, in diagram) to permit USAID funds to be applied only to designated 
purposes. 

If all the permitted uses for MDTF funds are authorized and desired by USAID, the PIO 
grant may flow directly to the MDTF without the intermediary step of the SDTF. This is 
an account, or "stock, " and can be audited. Proceeds may be used for cost or fixed 
amount reimbursement, cash transfers, or contracts or grants to non-government 
entities in accordance with the project design. 

The PCS Team must review the MDTF trustee’s administrative arrangements for the 
pertinent multi-donor or other trust fund under consideration for USAID financing. The 
review must include fiduciary risk management and other accountability arrangements 
to be established by the MDTF trustee to assess and monitor partner country PFM 
systems, assuming those systems will be used for project implementation, PCS Teams 
should refrain, to the maximum extent possible, from duplicating the work of the 
administrative agent (the MDTF trustee or its agent) of such funds by directly examining 
the partner country PFM systems. Effectively, it is the MDTF trustee's oversight, not the 
partner country systems themselves, which are being examined. The documentation 
establishing USAID's participation in such MDT funds must include provisions that 
clearly establish the trustee's responsibility of the administrative agent for risk 
management and treatment. 

3. Cooperation with Civil Society Organizations to Provide Oversight of and 
Accountability for USAID Assistance Implemented through Partner Country 
Systems 

The PCS Team should consider partnering with responsible, respected, and effective 
civil society/private sector entities, to conduct external monitoring and evaluation of 
partner country government implementation of USAID-funded projects, in order to 
promote and ensure accountability and transparency. Such a partnership may include 
an agreement between USAID and the civil society organization creating processes and 
procedures for oversight, assessment, accountability, capacity building, and 
communication by affected citizens - the targeted beneficiaries - concerning the partner 
country government's implementation of the USAID-funded project. USAID Missions 
may also wish to facilitate the partner country government's recognition of the oversight 
role to be played by civil society and the private sector, in furtherance of the partner 
country government undertakings under the Paris Declaration on Aid Effectiveness and 
the Accra Agenda for Action to promote development of civil society arid the private 
sector. 
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Revised Project Design guidance and materials are available from USAIDA/V/PPL to 
assist with project and design. The design guidance is comprehensive and presents a 
detailed process for the design, approval, obligation and implementation of USAID 
projects. It explicitly addresses the role of partner country governments in project 
planning, design, and implementation. It outlines the special design considerations that 
apply to using the variety of bilateral project implementation modalities that are 
presented. The guidance allows for increased participation in the design of USAID 
projects by country governments, where applicable, and promotes the use of country 
systems in accordance with Agency policy. 

220.3.2.4 Legal Requirements 

Effective Date: 08/16/2011 

1. Partner Country Contribution 

Section 1 10 of the Foreign Assistance Act of 1961 , as amended, requires a 
Partner/Host Country contribution of 25 percent for ail USAID projects funded with 
development assistance, childhood survival and health, and certain other categories of 
appropriated funds, where there is bilateral assistance resulting in Partner Country 
government benefit and involvement. The requirement must be memorialized in the 
Bilateral Project Agreement negotiated with the Partner Country government, below at 
ADS 220.3.2.7. Please consult ADS 350.3.5 and your Regional Legal Advisor (RLA) or 
Office of the General Counsel (OGC) for guidance in implementing this requirement. 

2. Budget Transparency 

A provision in the current appropriations act (Section 7086) prohibits assistance to the 
central government of a country that fails to make its national budget publicly available 
on an annual basis. The State Department is responsible for making budget 
transparency determinations and also for recommending national interest waivers, if 
appropriate, to the Secretary. Consult with your Regional Legal Advisor/Office of the 
General Counsel and country desk officer concerning applicability of this provision to 
any assistance to the central government of the partner country government to which 
you are planning government-to-government assistance. 

3. Generation and Management of Local Currency 

ADS 624.3.2 . Host Country Owned Foreign Currency, includes guidance that funds 
must be deposited in a separate account in the name of the partner government and 
that host country-owned local currency generated through FAA or PL 480 programs 
must not be commingled with funds from other sources. Furthermore, ADS 624.3.3 . 
Local Currency Generation, states that "(IJocal currency generations must be deposited 
separately to interest-bearing accounts" and "[a]ny interest generated on the interest- 
bearing account should be jointly programmed and managed." An ADS 624 Mandatory 
Reference, Section 529 (a) of the FY 2002 Appropriations Bill for Foreign 
Operations, Export Financing, and Related Programs , also requires that local 
currencies be deposited in a separate account established by that government. For 
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cash transfers (nonproject sector assistance), the country shall be required to maintain 
such funds in a separate account and not commingle them with any other funds. 
Nonproject sector assistance funds may be exempt from the requirements only through 
the notification procedures of the Committees of Appropriations, ADS 636.S.4 . Banks 
and Depositories, states that Advances of Federal funds shall be deposited and 
maintained in insured accounts whenever possible or as otherwise provided in USAID 
regulations or implementation guidance governing endowment funds. USAID neither 
requires separate depository accounts for funds provided to a recipient nor does USAID 
establish any eligibility requirements for depositories for funds provided to a recipient. 
However, the recipient must be able to account for the receipt, obligation, and 
expenditure of USAID funds and interest earned on the advances provided cumulatively 
by the U.S. Government. 

Under the guidance found at ADS 624, Host Country-Owned Foreign Currency : ADS 
627, Local Currency Trust Fund Management : and Policy Directive 18, Local 
Currency, USAID Missions must make an initial judgment at the project design phase 
and reach agreement (and document that agreement) with the partner country 
government on the following: 

• Whether the anticipated uses of the dollars disbursed under a resource 
transfer project or the commodities financed will result in the generation of 
local currency for deposit into a separate account; 

• If not generated, whether local currency will still be required to be set 
aside and deposited into a separate account; 

• If deposited, what constitutes eligible, and ineligible, uses of the local 
currency; and 

• Who will bear what specific monitoring and oversight responsibilities. 

Consult your RLA or Office of the General Counsel regarding these determinations. 

Note that the decision whether local currency is generated and jointly programmed is 
separate from the partner country contribution (see ADS 220.3.2.4). 

4. Congressional Notification 

Unless Missions are advised of specific, applicable, special notification requirements by 
the RLA or Program Officer, Missions should follow annual Agency guidance by 
including a description of government-to-government projects, including those making 
use of partner country systems, in the country narrative section of the annual 
Congressional Notification. The narrative should contain a description of the obligating 
mechanism used (see ADS 220.3.2,3). Consult PPL for annual guidance concerning 
Congressional Notification requirements. 
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5. Country and Project (Activity) Level Restrictions and Prohibitions 

Statutory, regulatory, and policy restrictions and prohibitions on the use of appropriated 
funds, both at the country and project/activily levels, apply to government-to- 
government assistance under this chapter, and should be reviewed with the RLA or 
Office of the General Counsel as well as the country desk officer, and reflected in the 
Project Appraisal Document, below. This includes any restrictions or limitations on 
sector and budget support under various accounts funding USAID projects, including 
Global Health and Child Survival restrictions; restrictions on funds transferred to USAID 
from other executive agencies; as well as family planning, HIV/AIDS, loss of U.S. jobs 
and anti-narcotics and terrorism restrictions. It also includes USAID's environmental 
regulations found at 22 C.F.R. Section 216 and ADS 204 . Environmental Procedures. 

If the restrictions are not applicable, a rationale for that determination must be stated in 
the Project Appraisal Document, 

6. Compliance with Agency Restrictions on Salary Supplementation 

The issue of funding or benefits to supplement the salaries of partner country 
government officials or employees participating in or implementing USAID-funded 
projects frequently arises in partner country government implemented projects; is 
sensitive; and is a matter of both congressional and Agency concern. It is USAID policy 
that salary supplements should be considered an exception to the general rule that 
salary and benefits payments beyond the normal salary and benefits payments are the 
responsibility of the partner country government and reflects its “buy in” to the 
USAID-funded project. Any direct or indirect salary or benefits supplement funding by 
USAID requires exceptional justification approved by the cognizant Assistant 
Administrator. See State Department Cable # 119780 (April 15, 1988; Unclassified) 
for further guidance. 

7. Branding and Marking 

USAID’s statutory and regulatory branding and marking requirements apply to projects 
implemented through partner country systems. See 22 CFR Section 226,91 : ADS 
320.3.4.2 . PCS Teams are encouraged to use the flexibility built into the regulation and 
ADS 320 to ensure that branding and marking requirements are applied appropriately 
and in furtherance of project needs and promotion of the bilateral relationship. 

8. Tax-Exempt Status of USAID-Funded Foreign Assistance 

USAID Missions are reminded that the Bilateral Project Agreement (discussed below) 
must include a provision clarifying that all assistance funded by USAID and 
implemented through partner country systems must be exempt from all taxes and 
related user fees, charges, etc. The RLA or Office of the General Counsel can assist to 
ensure that such an exemption is included in the Bilateral Project Agreement. 
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220.3.2.5 Preparation of the Project Appraisal Document 

Effective Date; 08/16/2011 

After the design phase is completed, an approval document should be prepared as part 
of the planning process outlined in ADS 201.3.11 and with applicable Mission order{s) 
concerning project approval. Selection of an implementing/funding mechanism and 
procurement planning, below, are essential parts of that process. Please note that the 
Approval of Use of Partner Country Systems by the Mission Director/Principal Officer 
should be integrated into, but does not substitute for, a separate project approval 
document memorializing compliance with additional project planning requirements (the 
AUPCS concentrates on partner country PPM; the Project Appraisal Document (PAD) 
more broadly addresses USAID planning and legal requirements). 

220.3.2.6 Selection of an implementation/Funding Mechanism 

Effective Date: 08/16/2011 

Because the Mission Director/Principal Officer is responsible for negotiating and signing 
the bilateral agreement for use of partner country systems (see ADS 103.5.1 ). 
ultimately, he or she is responsible for selection of the funding mechanism(s), assisted 
and advised by the PCS team, Controller, RLA, the Contracting/Agreement Officer, and 
other designated staff. 

Competition is not required prior to entering into bilateral agreements for the use of 
partner country systems. 

A brief description of the key bilateral implementing mechanisms which tracks the 
diagram on page 22 can be found in the Mandatory Reference 220maa, Key Bilateral 
Funding Mechanisms . Mission Directors/Principal Officers should select 
implementation/funding mechanisms that foster Public Financial Management (PFM) 
reform and provide efficient service delivery. Missions should consider the pros and 
cons associated with distinct implementation mechanisms and design projects 
accordingly. Missions may extend the possibility of a future change from one 
implementation mechanism to another in the event of progress toward mutually agreed 
upon policy goals, or offer the incentive of "graduated" or “stepped” progress, from more 
risk-averse, less flexible, more highly structured and monitored, government-to- 
government implementing mechanisms (Fixed Amount Reimbursement), to those with 
greater flexibility and more manageable risk (Cost Reimbursement), as the partner 
country government demonstrates its own increased capacity to manage USAID funds, 
projects, and related risk. 

Development benefits and resultant risks will vary depending on the type of 
implementing mechanism under consideration (for example, a Fixed Amount 
Reimbursement Agreement is less risky compared to a resource transfer agreement). 
This risk-return relationship requires that the benefits and risks of each possible 
mechanism be assessed and the risk mitigated through use of appropriate risk 
management measures. Risk mitigation measures should be established in bilateral 
agreements and other implementation documents. The goal is not risk avoidance at all 
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costs, but limited, measured risk-taking mitigated by risk management in order to 
implement more fully government-to-government assistance, increase partner country 
capacity, and advance toward ultimately graduating the partner country from USAID 
assistance. 

The Bilateral Project Agreement may incorporate one or more USAID bilateral funding 
mechanisms, and may incorporate assistance implemented by contractors and 
grantees. 

The agreement may also reflect either a program/non-project approach to assistance 
and funding mechanism(s), or a projectized assistance approach and mechanisms, or 
both. See USAID's Policy Paper on Program Assistance . 

Missions and Operating Units are discouraged from negotiating or funding the 
establishment of separate project implementation/management units. It is USAID policy 
to use existing partner country government entitles and institutions in order to 
strengthen those already established by the partner country government. 

220.3.2.7 Negotiating and Preparing the Biiaterai Project Agreement with the 
Partner Country Government 

Effective Date: 08/16/201 1 

Before negotiating and preparing the Bilateral Project Agreement with the Partner 
Country government to fund project implementation through use of partner country 
systems, the USAID Mission must complete the following: 

• Application of the Public Financial Management Risk Assessment 
Framework (PFMRAF) and consultations on its due diligence 
requirements with the Global Partner Country Systems Risk Management 
Team (GPCSRSMT); 

• Approval of Use of Partner Country Systems (AUPCS) by the Mission 
Director/Principal Officer; 

• Project design, including monitoring and evaluation plans; 

• Identification of risk mitigation measures, if needed, and incorporation into 
a risk mitigation plan; and 

• Incorporation of the AUPCS into the PAD, and approval of the PAD by the 
Mission Director/Principal Officer. 

After these steps and approval of the PAD, the Mission must also negotiate and prepare 
the Bilateral Project Agreement for use of partner country systems. The Bilateral 
Project Agreement is a sub-obligating agreement under the obligation reflected in the 
SOAG/DOAG, as reflected in the discussion and diagram at ADS 220.3.2.3. Its 
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sub-obligating function differentiates it from other bilateral agreements, such as the 
higher level obligating SOAG/DOAG; non-obligating Memoranda of Understanding 
sometimes used for bilateral program coordination or political relationship purposes; 
and non-obligating Framework Bilateral Agreements, which establish the general terms 
and conditions of the U.S. Government bilateral assistance program with the partner 
country, including tax and customs exemptions, and diplomatic privileges and 
immunities for USAID staff. The Program Officer, Project Development Officer and RLA 
are responsible for ensuring that the Bilateral Project Agreement is properly drafted 
including gathering input from the Mission Offices involved. Regional Legal Advisors 
(RLAs) must participate in the negotiation of the Bilateral Project Agreement. 

Generally speaking, the Bilateral Project Agreement should contain the following: 

• The Body of the Bilateral Project Agreement, including the time frame, results 
expected to be achieved, means of measuring those results, resources, 
responsibilities, roles, and contributions of participating entities, risk allocation, 
risk treatment, and conditions precedent (If any); 

• Annex 1 : Detailed Project Description (sector — such as heath, economic 
development, etc. — specific details); and 

• Annex 2: The Standard Provisions Annex (as revised for project assistance). 

Once the Bilateral Project Agreement(s) is/are drafted in accordance with the approved 
AUPCS and Project Appraisal Document, USAID will submit the Bilateral Project 
Agreement(s) to the partner country government for its review. The Bilateral Project 
Agreement may be further subject to clarifications and negotiations at the request of the 
partner country government. After any negotiations, the Bilateral Project Agreement(s) 
will be revised to incorporate any changes, and the negotiations and changes will be 
recorded in a separate memorandum prepared by the Program Officer. 

The Bilateral Project Agreement(s) should then be cleared internally by the Mission and 
presented to the partner country government for signature and, if necessary, ratification. 
USAID Operating Units presenting such agreements to Partner Country governments 
for signature should consider any useful public diplomacy/relations benefits that may 
accrue from a public signature ceremony, and where appropriate, coordinate with the 
Embassy's Public Affairs office. 

Please note that if a Bilateral Project Agreement results in the obligation of over $25 
million to the partner country government, the agreement may require notification to the 
State Department under ADS 349 . International Agreements. Please consult your RLA 
or USAID/W/GC for application of this requirement. 
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220.3.2.8 Procurement under the Bilateral Project Agreement 

Effective Date: 08/16/2011 

See ADS 317 . Procurement Under Fixed Amount Reimbursement Activities, for 
guidance on procurement by the partner country government under a fixed amount 
reimbursement mechanism. 

220.3.2.9 Implementation, Monitoring, and Evaluation 

Effective Date: 08/16/2011 

Implementation is driven by project design. Once the decisions outlined above have 
been officially approved in the Bilateral Project Agreement(s) with the partner country 
government, implementation of the resulting projects can begin. It is crucial for the PCS 
team to monitor progress and periodically evaluate the effectiveness of the risk 
mitigation measures put in place throughout implementation via the selected partner 
country system. 

Implementation should be tracked using the monitoring plan, including progress 
indicators and periodic performance and financial audits. Representatives from partner 
country government and bilateral donor agencies directly involved in implementation or 
which are also active in the country should be invited to progress meetings. Careful 
attention should be paid to the effectiveness of the framework of mitigating measures 
agreed for the project. If one aspect does not seem to be working, immediate action 
should be taken to strengthen the controls in place for that aspect. The final completion 
report for the project should include a section about fiduciary risks and mitigating 
measures highlighting the strengths and weaknesses of government performance and 
how it might be improved. 

PCS Teams must monitor all projects or activities implemented through partner country 
systems for evidence of waste, fraud or abuse. 

220.4 MANDATORY REFERENCES 

Effective Date: 08/16/201 1 

220.4.1 External Mandatory References 

Effective Date: 08/16/201 1 

a. 22C.F.R. Section 216 

b. 22 CFR Section 226.91 

c. The Foreign Assistance Act of 1961, as amended (FAAt 

d. Section 529 (a) of the FY 2002 Appropriations Bill for Foreign Operations, 
Export Financing, and Related Programs 


ADS Chapter 220 


30 



374 


Chapter Issuance Date: 08/16/201 1 

e. State Department Cable # 119780 (April 15. 1988: Unclassified) 

220.4.2 Internal Mandatory References 

Effective Date: 08/16/2011 

a. ADS 103 

b. ADS 200 series 

c. ADS 201 

d. ADS 204 

e. ADS 301 

f. ADS 302 

g. ADS 303 

h. ADS 305 

i. ADS 308 

j. ADS 317 

k. ADS 320 

l. ADS 349 

m. ADS 350 

n. ADS 624 

o. ADS 627 

p. ADS 636 

q. Key Bilateral Funding Mechanisms 

r. Policy Directive 18 

s. USAID Policy Paper on Program Assistance 

220.5 ADDITIONAL HELP 

Effective Date: 08/16/2011 

a. Sample Bilateral Implementing/Funding Mechanisms (to come) 
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Chapter Issuance Date: 08/16/2011 


b. Sample Bilateral Project Agreements with Partner Country Government (to 
come) 

220.6 DEFINITIONS 

Effective Date: 08/16/201 1 

The terms and definitions to be listed below will be incorporated into the ADS Glossary 
See the ADS Glossary for all ADS terms and definitions. 
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Question #4 : 

Please provide a detailed description of the Assistance Accountability for Afghanistan 
review (AAA) and any changes made or planned in response to it. 

Answer : 

Accountability in the provision of development assistance is among USAID’s highest priorities in 
Afghanistan. By providing the majority of our assistance in non-permissive areas, some of the main 
challenges USAID faces include: 

• Avoiding USAID resources from benefitting the Taliban or other malign groups; 

• Avoiding working with potentially corrupt officials and institutions in an effort to stabilize 
districts and provinces; and 

• Monitoring and evaluating programs in insecure environments. 

In light of these challenges, USAID established the Accountable Assistance for Afghanistan (A^) 
initiative. The purpose of the A^ initiative is to ensure the proper procedures are in place to help protect 
assistance dollars from being diverted from their development purpose by extortion or corruption. 

USAID is enhancing its safeguards for development assistance in the following four categories, with the 
following results to date: 

1 . Award Mechanisms: Our objective is to use mechanisms that provide the most visibility on project 
costs. 

• Cost-reimbursement Contracts: USAID is designing new projects to use award mechanisms 
that obligate implementing partners to track how development funds are spent. Examples are 
using cost-reimbursement (CR) contracts instead of fixed price (FP) contracts, and limiting the 
use of cooperative agreements and grants. 

o Result: USAID/Afghanistan recently changed what was to be a five-year, several 

hundred million dollar cooperative agreement into multiple, smaller, cost reimbursement 
contracts. These smaller awards are more manageable and allow for detailed reviews of 
costs incurred. 

• Limit Subcontract Tiers: As of January 201 1, USAID has included a new clause on 
subcontracting requirements in all new contracts. It requires that the prime contractor perform at 
least 1 5 percent of the work, to only subcontract with firms registered with GIRoA, and that no 
subcontract “brokering” (flipping) occurs. It also enables USAID to restrict the number of tiers 
of subcontracts, with the goal of limiting the tiers as much as possible per project type. 

o Result: Six recently awarded contracts have the new subcontract clause and all new 

solicitation documents include the clause. Currently there are 14 anticipated awards to be 
issued under ongoing procurements which will contain the new subcontract clause. 

2. Vetting: Background investigations on Afghan and third country companies and individuals can help 
ensure resources do not benefit the Taliban and other malign groups. 

• Establishment of the Vetting Support Unit: In February 201 1, USAID established an internal 
Vetting Support Unit (VSU). The VSU utilizes existing information sources to vet potential non- 
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U.S. contractors, grantees, and other organizations and individuals prior to finalization of an 
award. 

o Result: Since February, vetting has revealed two first tier subcontractors and one second 
tier subcontractor as ineligible to receive USAID funds. In each case, USAID 
immediately notified the prime contractor to cancel the subcontract. 

3. Financial Controls: To enhance controls on project funds, a number of practices are being intensified. 

• Audit Locally Incurred Costs: USAID has recently approved a new program to audit all locally 
incurred costs of program funded implementing partners. This program will be jointly managed 
by USAID/Afghanistan and the USAID Office of Inspector General in Afghanistan. 

o Result: The Mission’s financial audits of five awards in the past year led to recovery of 
over $1 million in overcharges and unallowable costs. Similar results are expected with 
the mission’s new audit program of 100 percent of locally incurred costs. 

• Perform Ad-hoc Audits; The Mission has the flexibility to request audits of programs, if routine 
program monitoring indicates that closer evaluation is needed. 

• Require Compliance Officers: For awards in excess of $50 million, the Mission is requiring a 
compliance officer role as a key contract position to ensure compliance with applicable USG 
laws, regulations, policies and procedures, including vetting. 

4. Project Oversight: USAID is performing additional oversight in high risk areas, using multiple 
monitoring techniques and delegating more oversight authority to the field. 

• Delegate Monitoring: Contracting Officers are enabled to delegate project monitoring 
responsibilities to On-Site Monitors (OSM) who are assigned to the field. Delegated to one or 
more specific projects, an OSM will enhance project monitoring by having the authority to check 
on how well an implementing partner is progressing toward achieving the project’s purpose. 

o Result: USAID is working to create an OSM training class which will be initially 
offered in Afghanistan for current OSM personnel and it will be mandatory training for 
all incoming field personnel. 

• Conduct Evaluations: The A^ team is examining ways to incorporate formal project evaluations 
as an additional tool to uncover any leakage of project funds to malign groups. 


Middle East and North Africa 


Question #5 : 

What are the specific programs and goals USAID will support in Egypt during this period 
of transition? Is the opportunity being used to engage a broader group of organizations 
with democracy assistance? 

Answer : 

Given the historic situation, USAID is drawing on all resources and expertise to respond 
effectively and efficiently to Egyptian needs. This includes adapting ongoing programs to the 
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current political, social, and economic context and reprogramming $150 million in prior year 
resources to support the transition process. 

USAID currently has 70 active programs in Egypt which are being used to address 
ongoing development challenges. These programs focus on economic growth, democracy and 
governance, health, education, and water. 

in addition to these programs, on March 8 USAID issued open requests for proposals to 
address democracy and governance and economic growth priorities to support the transition. 

In response to the call for proposals for democracy and governance, USAID has received 
proposals from a wide range of U.S. and Egyptian civil society and non-govemmental groups 
interested in supporting the political transition. We have issued grants supporting the provision 
of technical expertise to improve election administration, domestic observation of the March 1 9*'' 
constitutional referendum, and legal assistance to detainees. Additional grants currently under 
negotiation support activities such as improving election administration, political party 
development, voter/civic education, youth engagement, and religious tolerance. 

In response to a call for applications related to economic growth priorities, 71 proposals 
have been received from Egyptian and American NGOs that focus on job creation, small and 
medium enterprise development, business lending, entrepreneurship, job skills training, 
community development, and youth entrepreneurship and participation. 

Goals: USAID is committed to working with the government and people of Egypt to 
improve conditions and put in place the framework for long-term, viable growth that expands 
opportunity for all. Our near-term priorities for Egypt include supporting free and fair elections 
and a successful democratic transition; economic stabilization to support this transition; and the 
promotion of broad-based and equitable private sector growth. 

Engagement: USAID is using this opportunity to engage a broader group of 
organizations with democracy assistance. To increase awareness of funding opportunities and 
encourage submission of proposals from around the country, USAID is actively soliciting 
proposals from a wide range of organizations. Applicants may include Egyptian, U.S. or 
international organizations. U.S. and international organizations are encouraged to consider 
significant and substantive partnerships with Egyptians. To increase geographic coverage of 
programs and the involvement of a broader range of organizations, USAID also encourages the 
development of coalitions. 


Question #6 : 

How does the Administration plan to address these political transitions and other 
developing scenarios across the Middle East and North Africa within current resources and 
the FY12 request? 

Answer : 

Since the beginning of the protests in the Middle East, USAID began redirecting ongoing 
programs and quickly putting in place new programs that are responding to the rapidly unfolding 
situation and meeting needs as they emerge. 



379 


The 2012 budget request was developed consistent with past commitment levels. We are 
always reviewing our foreign assistance, consistent with our legal obligations and foreign policy 
goals, to make sure that foreign assistance advances U.S. objectives and is being used for the 
right purposes. 

Given the historic situation, we are actively re-evaluating our programming and budget and 
are drawing on all resources and expertise, including emergency and transition assistance, to 
respond effectively and efficiently to current needs. 


USAID Forward 


Question #7 : 

The budget request includes $451M for programs and staff in support of the USAID Forward 
Initiative. Of all the things on your reform agenda, what are your top priorities? What do you 
consider absolutely necessary to achieve your objectives? 

Answer : 

USAID Forward is a comprehensive package of reforms in seven key areas to more efficiently 
achieve high-impact development while making the best use of limited resources. While we recognize 
the need to prioritize in the current budget environment, and did so in the FY 2012 budget request by 
proposing significant funding tradeoffs, successful implementation of USAID’s ambitious transformation 
agenda will require strong support for all USAID Forward reforms. 

Talent Management - the majority of the funding requested for USAID Forward, $358.9 
million, is to maintain the strong support provided by the Congress for the Development I eadership 
Initiative (DLI). Most of this funding will support the roughly 820 Foreign Service Officers (FSOs) that 
will be hired and are currently in the process of being deployed under the DLI, while a small proportion 
will allow USAID to hire 95 mid-career FSOs in FY 2012 to fill critical overseas staffing gaps in areas 
such as contracting, financial management, health and agriculture. DLI funding also supports training 
and associated costs of deployment for DLI FSOs. Without the ability to support our existing DLI FSOs 
as we continue to fill FSO slots in the Critical Priority Countries such as Sudan, Afghanistan, Pakistan, 
and Iraq, the entire reform agenda will be at risk. 

Implementation and Procurement Reform -the $14.7 million requested for USAID’s 
Implementation and Procurement Reform initiative will provide for approximately 70 Civil Service sta 
and support costs to transform USAID’s acquisition and assistance processes in ways that have been 
urged by the Congress and by many of our partners. This includes increasing host country capacity and 
use of reliable partner systems and institutions, broadening USAID’s partner base, using the appropriate 
procurement methods, strengthening relationships with bilateral donors, and rebuilding the technical 
capacity of USAID staff Providing the support needed for these efforts will ensure that this reform effort 
includes strict accountability for taxpayer funds, and will achieve cost savings in the future as the 
additional staff and training we have requested allow us to develop more detailed and specific statements 
of work and program descriptions to focus on developing local capacity, and to spend more time 
monitoring contractor performance, driving down costs and improving performance. 

A $3.6 million request continues funding the President’s Acquisition Workforce Initiative, 
which seeks to improve the capacity and capabilities of the acquisition workforce through investments in 
training, certification management, and technology for the contracting staff as well as staff increases. 
This additional capacity will allow USAID to acquire the goods and services needed to accomplish the 
Agency’s mission at reduced costs and with better performance. 
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Leadership in any field requires constant innovation. USAID is establishing a structure for 
fostering innovative development solutions that have a broad impact on people. As part of our reform 
efforts, we are creating opportunities to connect USAID staff to leading innovators in the private sector 
and academia to bring ideas together, and we have created the Development Innovation Ventures Fund 
($30 million request) — where creative solutions can be funded, piloted and brought to scale. Development 
Innovation Ventures is a simple but highly competitive method for identifying, incubating, and scaling 
solutions to development problems. It provides small seed grants for innovative projects, rigorous testing 
and evaluation of the most promising of these, and scaling up of the most impactful development 
innovations. 

Strengthening Learning, Monitoring, and Evaluation ($19.7 million request) will allow the 
Agency to rebuild its capacity for performance monitoring and rigorous, relevant evaluation; more than 
triple the collection and analysis of baseline information for USAID-funded programs; and report 
accurately and transparently on evaluations and use of the findings. Learning by measuring progress is 
critical for high impact, sustainable development, and therefore, must be an integral part of our thought 
process from the onset of our activities. That requires USAID to enhance its capacity to systematically 
monitor our performance and evaluate its impact. The Agency has introduced an improved monitoring 
and evaluation process as part of these reform efforts, and will link those efforts to program design, 
budgeting and increase strategic planning capacity. 

Enhancing Science and Technology (S&T) ($24.2 million request) will restore USAID’s 
scientific and technical capacity focusing on the critical barriers to advancing development goals and 
leveraging millions of dollars of domestic research in our federal science agencies and academia against 
shared challenges that affect both the U.S. and developing countries. USAID has a strong history of 
transforming development through science & technology - from the successful use of oral rehydration 
therapies to the green revolution. As part of our reform efforts, we will upgrade USAID’s internal S&T 
capabilities, supporting the expansion of technical expertise and through access to analytical tools like 
Geospatial Information Systems. We will also develop a set of Grand Challenges for Development, a 
framework to focus the agency and development community on key scientific and technical barriers that 
bar progress in development. USAID will build S&T capacity in developing countries through 
cooperative research grants, improved access to scientific knowledge, and higher education and training 
opportunities. 

We are also implementing two USAID Forward initiatives that do not require new funding in FY 
2012; Rebuilding Budget Management as well as Policy Capacity. 

Reconnecting our budget to policy and strategy is essential to achieve programmatic goals that 
produce meaningful development outcomes. Specifically, we have created the Office of Budget and 
Resource Management to implement the increased responsibility and accountability for the formulation 
and execution of USAID’s budget that was provided in the QDDR. With these increased responsibilities 
in a time of constrained foreign affairs budgets, USAID is proposing difficult trade-offs to continue robust 
funding of our highest operational and program priorities. 

To make smart, informed decisions, we have created a new Bureau of Policy, Planning and 
Learning (PPL) that will work in partnership with Missions and Bureaus to introduce 21st century 
country development strategies grounding our work in solid analytics and research, PPL seeks to be the 
intellectual nerve center for USAID by promulgating cutting-edge creative and evidence-based 
development policies, leveraging our relationships with other donors, utilizing our strength in science and 
technology, and reintroducing a culture of research, knowledge-sharing and evaluation. 
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Finally, USAID is rebuilding its budgetary and policy capacity to better plan, prioritize, and 
effectively meet USG foreign policy goals. This will enable USAID to put in place results-oriented and 
evidence-based development policies, grounding investments in solid analysis and research. 


Funding Pipelines 

Question #8 : 

Please provide updated information on funding pipelines in Pakistan, by sector. What 
changes will occur based on the recent GAO review? 

Answer: 


Pipeline as of 3 1 March 2011 (FY 1 1 Q2) 

Sector 

Pipeline ($ millions) 

Democracy and Governance 

178.02 

Education 

366.4 

Economic Growth 

284.5 

Agriculture 

102.14 

Energy 

160.98 

Social/Humanitarian Assistance 

97.49 

Health 

275.03 

Cross Cutting 

52.52 

Cash Transfers-Pre 2009 

0 


While we concur with the underlying facts presented in the GAO report (GAO- 11-31 OR), 
we believe that it does not provide a complete picture of what we have done with civilian 
assistance over the last year as it only discusses FY 2010 resources. Assistance funds are 
always disbursed over several years. As the FY 2010 funding was appropriated in April 2010, it 
is not unusual that only a portion of the funding was disbursed by the end of the year. It should 
be noted that $1.7 billion of USAID funding, including $550 million of disaster assistance 
funding, has been disbursed since October 1, 2009. 

Since FY 2008, the U.S. civilian assistance budget to Pakistan has tripled to $1 .5 billion 
per year, and demonstrates the United States’ deepened long-term strategic partnership with 
Pakistan and its people. To manage a larger assistance budget, we have expanded staffing and 
capacity in Pakistan even in challenging geographic and security environments. 
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Our assistance has shown results in Pakistan, and will continue to show even greater 
results as our program matures. Since October 2009, the U.S. government disbursed over $1 .7 
billion in civilian assistance, including over $900 million ESF for Pakistan civilian assistance, 
and over $550 million in emergency humanitarian assistance in response to the devastating July 
2010 floods. We are moving forward with this funding in a process that includes close 
consultation with our Pakistani partners and with appropriate due diligence to ensure the funds 
are used for their intended purpose. 

State and USAID recognize the limited institutional capacity of new implementing 
partners is a potential challenge, and USAID intends to take steps to identify and address 
weaknesses in these organizations. USAID has risk mitigation strategies and steps it has already 
undertaken or intends to undertake to improve the capacity of Pakistani organizations. USAID 
has increased the Mission’s financial management and procurement staff from 22 in September 
2009 to 56 in January 2011 and established the Mission’s Assessment and Strengthening 
Program (ASP) through three cooperative agreements to local implementing partners to conduct 
pre-award assessments, build institutional capacity, and provide training in financial, 
procurement, and management to local implementing partners. ASP will provide required 
institutional support for enhancing accountability and building partner organization capacity to 
effectively manage U.S. government resources. The mission has a comprehensive financial 
management strategy in place which establishes a risk mitigation approach and provides a 
framework for all the efforts the Mission is undertaking to address accountability and reduce 
vulnerabilities. 
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Question # 9 : 

Please provide updated information on funding pipelines in Afghanistan, by sector. Do 
challenges exist in particular sectors and programs? What changes can be made? 

Answer: 


Pipeline as of 31 March 2011 (FY 11 Q2) 

Sector 

Pipeline (S millions) 

Agriculture 

78.6 

Alternative Development 

99.7 

Democracy and Governance 

250.5 

Rule of Law 

51.8 

Cross Cutting 

79.9 

ARTF including NSP 

0 

Water 

45.1 

Economic Growth 

195.2 

Power 

317.9 

Road 

311.1 

PRT 

305.7 

Education 

108.3 

Health 

116.9 


While USAID/Afghanistan’s pipeline and available resources are large, at 1 1 months of 
funding they are consistent with the level of resources indicated by USAID’s forward funding 
guidance of 12-18 months and the rate of expenditure needed to implement the President’s 
strategy. As available resources and the pipeline have increased, the expenditure rate has also 
increased accordingly as the Mission has ramped up its activities. USAID’s guidelines 
recommend that our programs maintain a 12- 18 month pipeline to ensure that programs can 
maintain assistance activities as planned and that work is not abruptly stopped before its 
completion. The high level of planned infrastructure projects in Afghanistan also require 
significantly higher pipeline to ensure full funding is available to complete these projects. 

Efforts to support governance at the provincial and district level, as required by our 
current strategy, require more, not less, resources. Maintaining a realistic pipeline is important to 
ensure the continuity of critical, fast expending programs, such as USAID’s stabilization 
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initiatives, which are a crucial component of U.S. counterinsurgency strategy and are currently 
slowing implementation due to uncertain future funding streams. 

President Karzai’s Decree 62, which banned Private Security Companies from 
Afghanistan, remains a continued problem for implementation of many of USAID’s 
development programs, particularly large infrastructure projects. We have negotiated a bridging 
strategy, which will allow PSCs to continue to protect our programs for a year. However, the 
slow pace of visa approvals and meeting licensing requirements by the Afghan Govenunent has 
slowed the implementation of existing programs, and held up new projects that will require new 
security. Recent progress was seen in the approval of the Dari translation of the bridging 
strategy, and to date, MOI has approved license renewals for 26 of our 52 PSCs. 

Another challenge to mobilizing FY 2010 supplemental funding in Afghanistan has been 
the impact of several legislative requirements that require multiple certifications by the Secretary 
of State as well as special Congressional Notifications. While it is expected that these 
requirements will be satisfied in the near future, they have delayed the obligation and 
mobilization of over $900 million of FY 2010 Supplemental funds. 


Staffing 


Question #10 : 

Please provide a list of the number of FTEs from USAID on detail to other U.S. 
Government agencies as of April 30, 2011. Please list the number of employees, the agency, 
and the office to which they are detailed. Please provide the same information for USAID 
employees detailed to international organizations and all other non-USAID offices. 

Answer : 

USAID currently has a total of twenty-two (22) Foreign Service Officers (FSO) and 
seven (7) Civil Service employees assigned or detailed to other Government agencies as of April 
30, 2011. USAID has two (2) Civil Service employees on Intergovernmental Performance Act 
(IPA’s) appointments and one (1) former FSO on a separation/transfer to an International 
Organization. 

Of the twenty-two (22) FSO’s, six (6) are on detail to the Department of State, with 
assignments to the US Embassies in Afghanistan, Guyana, Liberia and the Bahamas, the 
Consulate in Vladivostok, and the Office of the Secretary/ Global Partnership Initiative; seven 
(7) are assigned to the Military at the Pentagon and to most of the Combatant Commands 
(AFRICOM, CENTCOM, SOCOM, SOUTHCOM, and PACOM); four (4) are on the faculties 
of the National War College, Army War College, and the Industrial College of the Armed 
Forces; four (4) are in year- long training at the Military Colleges; and one (1) is assigned to the 
NSC to the Afghanistan Directorate. Currently, one (1) former FSO is on separate/transfer to the 
International Organization Together for Girls. 
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Of the seven (7) Civil Service employees, three (3) are on detail to the Department of 
State with one (1) assigned to the Office of the U.S. Globd AIDS Coordinator (S/GAC), one (1) 
assigned to Bureau of Oceans and International Environmental and Scientific Affairs, Office of 
International Health and Biodefense (OES/IHB), and one (1) assigned to the Special 
Representative for Afghanistan and Pakistan (S/SRAP); two (2) are on detail to the NSC with 
one (1) assigned to the Africa Directorate, and one (1) assigned to the International Trade, 

Energy and Environment Directorate; one (1) assigned to the Peace Corps Director’s office; and 
one (1) assigned to the Army Corps of Engineers. USAID currently has two (2) Civil Service 
employees on IPA’s: one (1) as a Mansfield Foundation Fellowship and one (1) at National 
Image (a National Hispanic Organization with a mission to empower Hispanics through 
leadership development, by advocating for employment, education and civil rights). 


Conferences 


Question #11 : 

How much in FYIO USAID funds were spent on conference expenses including travel for 
non-USG personnel? 

Answer : 

USAID obligated $28.2 million for conference expenses in FY 2010. This includes $16.5 
million from USAID’s Operating Expense account and $11.7 million from the Agency’s 
program accounts. Conference expenses include costs associated with travel to conferences, 
seminars, meetings and retreats as well as invitational travel expenses for non-USG personnel. 
Total conference-related obligations for non-USG personnel was approximately $.853 million. 


Cultural Preservation 


Question #12 : 

Please provide FYIO, FYll, and planned FY12 funds that are managed by USAID for 
programs that support cultural preservation. Please provide details about the project, 
country (or countries), and amount. 

Answer : 

Section 2120(m) of Title XI of the Full-Year Continuing Appropriations, 201 1 (P.L. 112- 
10) requires the Department of State, in consultation with the USAID Administrator, to provide a 
report containing this information for fiscal year 2010 and for fiscal year 2011. With the 
extended time frame of the reporting requirement, we will be able to provide a more thorough 
and detailed accounting of programs for fiscal year 2010 and 2011. At that time, USAID will 
provide supplementary information on fiscal year 2012 where available. 
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Questions for the Record Submitted to 
Administrator Rajiv Shah by 
Representative Nita Lowey 
Subcommittee on State, Foreign Operations 
Committee on Appropriations 
March 30, 2011 


Question #1A: 

Over the past decade, I have worked with USAID to put in place an innovative and ground- 
breaking basic education program and I am disappointed that for the second straight year the 
Obama Administration has reduced the level for basic education. 

Can you explain why the funding levels were cut for basic education? 

Answer: 


The leadership and support that you have provided in the field of Basic Education is 
recognized throughout the Agency and among our development partners. As a result of strong 
support for Basic Education, over the past deeade USAID has been able to take a lead role in 
developing innovative approaches in education and has set the standard for technical support and 
evaluation expertise. While the budget has been reduced to reflect our shared commitment to 
addressing current budget shortfalls, the levels requested will continue support for Basic 
Education and USAID’s leadership role. 

In developing the FY2012 budget, USAID will prioritize programs and countries where 
the U.S. Government has a strategic advantage and where USAID will be able to have the 
greatest long-term impact on the lives of those we seek to help. 

In February of 201 1 USAID released a new Education Strategy that focuses 
programmatic efforts in Basic Education on early grade reading and equitable access to 
education in conflict and crisis situations. This strategy is based on lessons learned over the past 
decade and calls for the investment of education resources to be made strategically, to achieve 
measurable and sustainable educational outcomes through enhanced selectivity and focus, as 
well as establishing the appropriate division of labor between host country governments and 
other donor agencies. Through focused investments on measurable targets, the Basic Education 
funds are being used as efficiently and effectively as possible. 

While the FY 2012 request for Basic Education is $749 million, which is $193 million 
below the FY 2010 level, the cuts do not affect core Basic Education programming levels in the 
vast majority of countries, and actually expand education programs in some countries, 

Cuts include: 

• A $165 million reduction in the basic education funding in Pakistan following a recent 
program review and further coordination with other donors in the education sector, 
including the UK who just committed more than $1 billion to the education sector. 
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• A $33 million cut in basic education funding in the USAID Africa Regional Program as it 
was redundant with existing programs. 

• A $14 million cut in programs in the Latin American and Caribbean and Europe and 
Eurasia regions, where USAID is on a path to graduate countries from education 
assistance due to their ability to manage their own programs. 

These cuts, while reducing programming in some regions, leave the bulk of the programs at 
FYIO levels and will target those significant resources to support the Basic Education goals as 
outlined in the Education Strategy. 


Question #1B: 

What does this cut mean about the Administration’s prioritization of education? 
Answer: 


The Administration remains committed to supporting education, including Basic 
Education, as evidenced by the priority we have given to the development of the new USAID 
Education Strategy for 20 1 1 -20 15. It was the first major Agency strategy issued under our 
restored policy and strategic planning capacities. It highlights the demonstrated linkages 
between education and economic growth, health and stability and, as such, reserves for education 
a critical role among our highest priorities. As stated above, the cuts made reflect a continued 
commitment of the last decade to long-term development needs in Basic Education globally. In 
addition, through the Development Leadership Initiative USAID has significantly strengthened 
the cadre of education Foreign Service Officers who will be based in missions across the 
countries where we work. These recently hired education officers will contribute to USAID’s 
capacity for in-country technical expertise. 


Question #1C: 

The education strategy USAID has just released makes a strong case for why we need to do more 
and sets important and ambitious goals to be achieved by 2015, such as improving reading skills 
for 100 million children in primary grade, and increasing access to education for 15 million 
children in conflict zones. 

Can you provide some detail on how the strategy was developed and how the priorities 
were identified? 

Answer: 


Following rigorous internal analyses to identify the most efficient and cost effective best 
practices for USAID’s education investments, the new Education Strategy was developed 
through a broad consultation and review process. Based on our data-driven review and the 
policy principles of the President’s Presidential Policy Directive, we concluded that USAID’s 
education investments must be more focused, strategic and impactful. Coupled with USAID 
global leadership in the development of Early Grade Reading Assessment tools, the policy 
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process informed Agency commitment to the results-oriented goals. Thus, we selected 
improving early grade reading skills, improving the relevance of higher education to 
development challenges, and increasing equitable access to education in conflict and crisis 
countries as the most cost-effective and highest impact interventions. 


Question #1D: 

What was the reasoning behind deciding not to prioritize secondary education? Girls’ 
education? 

Answer: 


Girls’ education continues to be a priority in the new Education Strategy and is an 
essential component of all USAID’s education programming. The strategy commits to 
promoting gender equity in outcomes in our partner countries and in supporting the most 
marginalized. In almost every situation, this strategy provides a particular emphasis on 
supporting girls and women. For Goal 1 this will require that reading programs are inclusive for 
girls, and that girls are targeted and included in Goal 3 of equitable access in conflict and crisis. 
Providing equitable access to quality education is one of the most powerful catalysts for girls to 
advance in society and USAID’s Basic Education programs have, and continue to be forward 
leaning in this effort. 

Secondary education is not prioritized under the current strategy because USAID has 
made a strategic decision to focus on interventions at the primary level. In far too many low 
income countries the majority of students do not attain early literacy and as a result they are 
unable to perform at grade level in any of their subjects. In this context, investments in 
secondary education essentially become forms of expensive remediation. Since other donors are 
involved in supporting secondary education, particularly some of the multilateral banks, USAID 
has chosen to emphasize more focused interventions at the primary level. This support for 
increases in the quality of education through targeted support of measurable increases in basic 
skills at the primary level will eventually generate improved outcomes at the secondary level. 


Question #1E: 

How do you plan to achieve these goals without robust funding? 
Answer: 


USAID may need to reduce budgets for some mission programs, and it may also need to 
reduce the number of countries with education funding. However, by moving to a more focused 
strategy and in closer partnership with other donors and the host countries itself, USAID 
anticipates that it will be able to still achieve significant results through the funding levels 
requested in the President’s budget request. That said, additional, unanticipated budget cuts may 
jeopardize the timing of achieving these goals. 
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Question #2A: 

I believe the United States needs a robust development agency to work alongside our diplomats 
and in order to plan, implement, and oversee development efforts USAID must have adequate 
staffing. We need to change USAID from a “contracting agency” into an implementing agency 
and decrease USAIDs reliance on contractors, reduce the size of contracts and grants, and 
increase direct oversight of these grants and contracts, leading to better performance and 
outcomes. 

Can you tell the Committee what efforts are in place to evaluate the current technical 
expertise across the agency and ensure that you are addressing any gaps in critical 
technical areas? 

Answer : 

We are evaluating the quantitative gap by analyzing current numbers against projected 
requirements due to size of program and the category of USAID’s Mission in a given country. 
We are currently staffing up to the need generated by our Consolidated Workforce Plaiming 
Model according to the current priorities of the Agency. Subject to availability of funding we 
will continue recruitment of all the required technical expertise defined by the model. 


Question #2B: 

What efforts are being made to guarantee that new hires receive the necessary training and 
supervision as they prepare for country deployment? 

Answer : 

Each new hire is assigned a supervisor, coach and senior technical coordinator by the 
Office of Human Resources to help them prepare and implement an Individual Development 
Plan (IDP). The IDP lays out a road map of training and work opportunities needed to prepare 
the new officers for deployment and a successful career in the USAID Foreign Service. 

The Agency’s Development Leadership Initiative Reference Manual defines the required 
pre-and post-deployment training requirements for new hire; to meet the need, we have increased 
the number of training courses and we are developing and making better use of on-line courses. 
We established the Asia Regional Training Center and in FY 2010 conducted approximately 
34,000 hours of training. 

Question #2C: 

What is being done to reorient USAID from large grants and contracts to more strategie, 
smaller grants and contracts? 

Answer : 

Through our USAID Forward Implementation and Procurement Reform initiative we’ve 
taken significant steps toward reducing our reliance on larger instruments, such as Indefinite 
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Quantity Contracts (IQCs) and Leader with Associate Awards (LWAs), and moving toward 
smaller awards designed to reach new and small business development partners. 

Last year, we also established the Board for Acquisition and Assistance Reform (BAAR), 
which reviews large IQCs and LWAs to reduce our reliance on these mechanisms. Since its 
establishment in early 2010 alone, the BAAR reviewed 29 of the Agency’s largest planned 
awards with a total estimated funding level of $15.9 billion. We split these 29 planned awards 
into 38 separate awards. Given that some of the IQCs had multiple prime awards, we were able 
to include 40 small business set asides. During this process, we also introduced a dollar 
threshold provision that requires any proposed IQC task order less than or equal to the threshold 
to be awarded to a small business, if they are capable of carrying it out. In addition we reduced 
the lengths of the awards so we could increase the opportunities for future competitions. 

USAID is also issuing new policy guidance on the appropriate use of these IQC and 
LWA mechanisms. For example, the Agency recently released the new guidance for LWAs to 
place shorter time limits on period of performance, and limit the financial magnitude of these 
assistance mechanisms. We will soon be issuing new guidance that will clarify and limit the 
circumstances under which an IQC may be used. 

In January 2011, USAID introduced a new mechanism to expand our use of Mission- 
based small Fixed Obligation Grants. This new toot facilitates greater use of milestone-based, 
smaller awards that allow USAID to broaden our partner base by working with organizations for 
which smaller awards will build organizational capacity while continuing to accomplish USAID 
programmatic outcomes. 

Our Missions in Afghanistan and Pakistan, in particular, are taking measures to limit the 
length of awards under their portfolios and move toward smaller procurements to help bring in 
stabilization efforts within the local communities. 

Moving forward, USAID continues to take actions through our Implementation and 
Procurement Reform initiative to enhance competition, broaden our partner base, and reduce the 
use of large contracts and grants. 


Question #2D: 

What is being done to ensure that new staff is in countries where assistance is most needed? 
Is the staffing demand for civilians in Iraq and Afghanistan leading to understalfing in 
Africa, Latin America, and South Asia? 

Answer: 


USAID has realigned the Foreign Service to ensure that priority posts are filled. We have 
frozen a number of positions and taken a strategic approach to doing business differently with 
fewer personnel in the lower priority posts. HR also revised bidding instructions and created 
incentives that enabled the Agency to increase the fill rate in the Critical Priority Posts 
(Afghanistan, Pakistan, Iraq and Sudan) as well as in Haiti and posts in Africa without having to 
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resort to directed assignments. This systematic approach has resulted in a substantial increase in 
the percentage of positions filled in a number of priority posts (Haiti has 100% fill rate, Africa 
increased from 54% to over 80%) and an effective realignment of the Foreign Service. 

Question #3A : 

In the CR passed by the House family planning and reproductive health funding is capped at 
$440 million, which is a cut of $208 million from the fiscal year 2010 level and $1 85.5 million 
less than the 2012 request. The CR also contains language codifying the Mexico City Policy, 
also known as the global gag rule, which would force eligible health providers to choose between 
receiving U.S. funds or providing comprehensive, truthful health care to their patients. It muzzles 
freedom of speech, limits civil society's participation in government, and interferes with the 
doctor-patient relationship. In addition the House-passed CR bans funding for the United Nations 
Population Fund (UNFPA), the largest multilateral family planning and reproductive health 
provider in the world. 

What effect would a similar reduction in funding in 2012 mean to basic and often life- 
saving health care for millions of women? 

Answer : 

The USG has been an international leader in family planning for more than 40 years and 
exerts strong technical leadership in this area. In FY 2010, a total of $648.5 million was 
appropriated for U.S. assistance for family planning and reproductive health (FP/RH) programs. 
The FY 201 1 Continuing Resolution appropriated $615 million for the same purpose; the bill 
does not contain language codifying the Mexico City Policy nor banning funds for UNFPA. 

The FY 2012 request for U.S. international family planning and reproductive health 
assistance is $721 .6 million. If this funding were capped at $440 million, it would have an 
immediate and lasting harmful impact on women and families in the poorest countries of the 
world. The immediate impact would result in an estimated: 

o 13.4 million fewer women and couples receiving contraceptive services and 
supplies; 

o 4.2 million more unintended pregnancies; 
o 1.7 million more abortions; 
o 1 1 ,690 more maternal deaths; 

■ o 1.4 million years of healthy life (DALYs) lost; and 
o 53,440 more children losing their mother. 

These negative consequences would be incurred on top of the impacts of the already 
reduced FY 201 1 funding level for family planning and reproductive health. Further, reducing 
the budget for international FP/RH assistance would have severe, lasting negative impacts, such 
as: 

o Delaying ongoing contraceptive technology development and trials, and creating 
delays in the availability of improved contraceptive methods; 
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o Reducing the number of new health workers trained in family planning 
counseling and provision and current providers receiving refresher training, 
compromising informed choice for clients; 
o Reducing the amount of technical assistance to build the capacity of USAID 
public and private sector FP/RH partners at the country level, hindering program 
quality, country ownership, and long-term sustainability; 
o Slowing the development of private-sector partnerships, reducing FP access and 
placing additional burdens on already overstretched public sector systems to meet 
the FP needs of clients who can afford to pay; and 
o Hindering partnerships with other donors, as they would lose the ability to draw 
on USAID’s technical leadership and expertise in this arena. 


Question #3B : 

What effect docs the global gag rule have on the President's integrated global health 
strategy? 

What would be the effect on high need countries in Africa and south Asia? 

Answer : 

Re-imposition of the Mexico City Policy would prevent USAID from working with some 
of the most experienced and qualified family planning providers and organizations working at 
the grassroots level to meet the growing demand for voluntary, safe family planning. Our 
support to these local organizations ensures the greatest impact and promotes sustainability of 
our programs, especially in countries with the highest need, which are predominantly in Africa 
and South Asia. 

For example, USAID re-engaged as a full partner with International Centre for Diarrheal 
Disease Research in Bangladesh to address the positive effects of family planning use on the 
reduction of maternal mortality. With USAID support, the institution will help the ministry of 
health to develop and introduce lifesaving technologies and approaches, as well as facilitate the 
use of data for decision making and establish national health monitoring and evaluation systems. 

Since 1973, the Helms Amendment has prohibited the use of U.S. funds to pay for the 
performance of abortion as a method of family planning or to motivate or coerce any person to 
practice abortion, and all recipients of U.S. assistance are informed of this prohibition. USAID 
takes the family planning requirements very seriously and works with USAID Missions and 
partners to ensure compliance with these requirements in their programs as part of routine 
monitoring of program implementation. 

Question #3C : 

Can you comment on the effect a total ban on UNFPA funding will do to reproductive 
health care? Will this affect USAID's bilateral programs? 
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Answer : 

UNFPA is the largest multilateral provider of family planning and reproductive health 
information and services and currently has programs in nearly 1 50 countries. UNFPA 
contributes to the achievement of USG’s goals of increasing the percentage of women using a 
modem method of family planning to reduce unintended pregnancies and reliance on abortion. 

The USG's partnership with UNFPA leverages funds for these health programs in 
countries with the greatest need, including 46 countries receiving USAID bilateral assistance and 
30 countries receiving support from a USAID regional program. Further, this partnership 
extends the reach of USG support to 74 countries where USAID does not have programs or has 
graduated its assistance in FP/RH. 

USAID collaborates with UNFPA at both the global and country levels, including 
working together to both improve logistic systems and address impending contraceptive stock 
outs before they happen. 


Question #4A : 

What is being done to ensure that women’s rights are protected and not undermined in any 
reconciliation agreement? 

Answer: 


Over the past two years, Secretary Clinton has consistently expressed the United 
States’commitment to Afghan women and girls. As she reiterated in her remarks to the Asia 
Society on February 18, the U.S. has laid out “our unambiguous red lines for Afghan-led 
reconciliation with the insurgents: They must renounce violence; they must abandon their 
alliance with al-Qaida; and they must abide by the constitution of Afghanistan [which clearly 
states the importance of women’s rights to the development of Afghanistan]. Those are 
necessary outcomes of any negotiation. This is the price for reaching a political resolution and 
bringing an end to the military actions that are targeting their leadership and decimating their 
ranks.” As Secretary Clinton has made clear, “If women are silenced and pushed to the margins 
of Afghan society, the prospects for peace and justice will be subverted.” 

We continue to urge the Government of Afghanistan to ensure that human rights 
concerns, especially women’s rights, remain paramount in any discussions of amnesty, 
reconciliation, and reintegration, and that women are fully engaged at all levels in these 
discussions. 

USAID has more than doubled spending on women and girls since 2008, created and 
fully staffed a new gender unit in 2010, required all programs to integrate gender in their project 
design and evaluation, and provided more than 500 grants for capacity building for civil society, 
basic education, women’s equality under the law, land reform, micro-enterprise, and political and 
social advocacy. We also support the Ministry of Women’s Affairs to help them fulfill their 
mandate of advocating for policies that promote and protect women’s rights. 
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Improvements in access to education, health care, employment, political office, and 
economic opportunity have been notable since the fall of the Taliban, including the return of 2.5 
million girls to school. But there is still a long way to go, and the US government is committed 
to making these gains deeper and irreversible. 

USAID maintains contact with the Gender Advisor for the Afghanistan Peace 
and Reconciliation Program (APRP) and has twice reviewed and provided feedback on the 
APRP gender strategy. Due to requirements set forth in Section 1004(c) of the Disaster Relief & 
Summer Jobs Act, P.L. 111-212, pending Secretary of State certification and congressional 
consultation, USAID is prohibited from using Fiscal Year 2010 and 201 1 funds to support 
national and sub-national level activities relating to the Afghanistan Peace and Reconciliation 
Program and High Peace Council, however, we are engaging regularly with other donors who are 
involved in this process. Following certification and consultation, USAID plans to contribute to 
strengthening the capacity and unity of purpose of the Afghan women charged with protecting 
women’s rights in any reconciliation process and agreement. This will be done through a multi- 
pronged effort planned to include: provision of small grant assistance to women focused civil 
society active in the areas of peace and reconciliation; media campaigns on the peace and 
reconciliation process to ensure that citizens, particularly women, are aware of the process and 
their rights; education to reintegrees on existing human rights laws within Afghanistan; and, 
technical assistance and training to local leaders who are managing this process on a daily basis. 
While GIRoA has established a quota for a minimum number of women in the APRP and HPC 
at both the national and sub-national levels, the total number and percentage of Afghan women 
officially engaged is small, and many are inexperienced at negotiation. Women’s civil society 
organizations are attempting to strengthen the unity, resolve and results of the APRP and HPC, 
as are women activists. Media reports indicate that a majority of Afghan women surveyed 
support the reconciliation process as long as it produces a peace that is not purchased at their 
expense. 


Question #4B: 

There are reports that the Minister for Woman’s affairs is in effect rolling back the 
progress that the international community has made of the past 9 years. Is this true? Is the 
Minister for Women’s Affairs a viable partner? 

Answer: 


The Ministry of Women’s Affairs (MOW A) has taken steps in recent months that have 
led to concern that the Ministry and in fact that Minister herself was rolling back progress that 
women have made in Afghanistan. In February 201 1 Acting Minister Ghazanfar made 
statements regarding the role of the Ministry of Women’s Affairs (MOWA) in the oversight of 
women shelters. From the winter of 2010 to the present, the US Government, as well as the 
international community, has had an active and focused interest in the issue of women’s 
shelters. This is not only due to our longstanding interest in the rights and freedoms of women, 
but also due to reports that draft Afghan government-mandated regulations of the administration 
and oversight of women’s shelters seemed to threaten the future of impartial, safe shelters and 
could pose a danger to women who live or work in these institutions. In conjunction with the 
draft regulations, the international community and the U.S. Government were made aware of 
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Afghan television journalists who were broadcasting the names and locations of some shelters 
and identifying some of the shelter workers. 

In early April 2011 we were made aware of several positive developments with regard to 
this issue. The Afghan government has significantly revised its draft regulation on shelters and 
has eliminated many of the most troubling provisions. Under the revised regulation, the Ministry 
of Women’s Affairs will not be given operational control over privately operated shelters; the 
proposed Commission supervising shelters is no longer involved in day to day decisions on 
admitting/dismissing clients; clients no longer have to undergo a medical exam within 72 hours 
of being admitted to the shelter; and clients are no longer excluded due to mental illness or 
suspicion of criminal activity. Further, the new draft adds language prohibiting media activities 
at shelters without the permission of the clients, the shelters, and the Ministry of Women’s 
Affairs. The Ministry of Women’s Affairs reversed its position and now strongly supports the 
revisions suggested by civil society. The Council of Ministers has approved the new regulation 
however it has not yet been released to the public. 

Recently, the Acting Minister indicated the intent of MOWA to shift from 
policy/legislative drafting to what she called more executive duties such as performing and 
providing services. She indicated that the Parliament intended that 25-30% of MOWA's activities 
should be dedicated to "performance." There are obvious implications here in terms of MOWA’s 
intentions with regard to shelters. When asked if MOWA had the capacity to be a primary 
service provider to the extent intended by the original shelter regulation, the Acting Minister 
responded by saying that they do have the capacity to take on shelters, but perhaps for "bigger" 
laws than that, the capacity was not yet there. She then went on to clarify that a resolution of the 
plan was to have 10 other ministries involved in shelter regulations, with MOWA in the lead. 

Hussn Banu Ghazanfar was first appointed Minister of Women’s Affairs in 2006, In 
2010, she was relieved of her position and then appointed Acting Minister by the President in 
February 2010. As of May 201 1, she still has not been confirmed by Parliament, as required. 
However, there are strong and capable individuals within MOWA and with whom the USG can 
work, and there is potential for MOWA to fulfill its important mandate as a policy making, 
advocacy and monitoring agency. 

As with the Government of Afghanistan, the Ministry of Women’s Affairs is not a 
monolith. There are actors below the ministerial level that we regularly engage with in order to 
provide tangible results both to the Ministry and to its provincial departments. USAID continues 
to engage with MOWA to provide technical and capacity building assistance to the Ministry. 

We are working at the central Ministry in Kabul and currently have a team of consultants helping 
to develop a restructuring plan that will better address the Ministry’s actual mandate. 
Restructuring will streamline and focus the Ministry on policy development, advocacy and 
monitoring the implementation of the National Action Plan for the Women of Afghanistan. We 
also plan increased engagement through the line ministries in the provinces, which will enable a 
vast majority of women to be served. Furthermore, through our civil society strengthening 
activities, we are fully engaged with organizations such as the Afghanistan Independent Human 
Rights Commission and the Afghanistan Women’s Network. 
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Question #5A : 

What is USAID doing to assess and increase the capacity of Afghan ministries that are 
being considered for direct government-to-government support? 

Answer: 


USAID takes this issue very seriously and as such, conducts pre-award surveys to 
determine whether the internal controls and administrative and financial management systems of 
a proposed first-time recipient are adequate to avoid waste, fraud, and misuse of USG funds. 

The survey also assesses a potential partner’s capacity to award and manage sub-grantees and 
conduct Host Country Contracting (as applicable) in accordance with USG policies and 
regulations. Finally, the results of the assessment also determine the method of payment, e.g. 
cash advance or cost reimbursement, to be applied to the activity. 

Pre-award surveys usually require up to two months with more complex surveys 
sometimes requiring even more time. The first step is the development of a core scope of work, 
tailored to the needs of the institution to be reviewed. This step requires the active participation 
of the relevant USAID technical office. 

Once completed, draft and final reports are submitted with recommendations to address 
identified operational deficiencies. USAID establishes the appropriate conditions in the 
agreements, to ensure that the necessary financial, procurement, administration, and human 
resources required for the program are in place. USAID endeavors to provide capacity building 
support to help the implementing partner meet accountability requirements before funds are 
released. In some cases, this involves implanting certified public accounting firms to provide 
accelerated institutional capacity building and support services for those entities with identified 
weaknesses that are considered critical for USAID program implementation. 

There are four elements to the pre award surveys including the following: 

1 . Control Environment - includes the overall attitude, awareness, and actions of senior 
management; whether an entity has complied, in all material respects with applicable Afghan 
laws and regulations; whether the entity has sufficient competent and experienced local staff to 
implement proposed activities; and whether the entity is financially capable to conduct its 
program. 

2. Financial Management and Accounting - includes the financial and internal control 
structure and report if they are in accordance with GAAP or any other International Standards. 

3. Procurement Systems - includes whether entity has procurement systems with related 
written policies and manuals and whether these policies are in accordance with Afghan 
procurement law and USAID procurement policies and regulations; capacity to carry out Host 
Country Contracting in accordance with USAID regulations, capacity to manage Fixed Amount 
Reimbursement Agreements. 
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4, Personnel and Payroll Systems - includes whether the entity has adequate personnel and 
payroll systems with written policies on recruitment, retention, termination, compensation etc. 
and determine adequacy of these policies in term of substance and effective implementation from 
the stand point of applicable legal requirements, and the stand point of norms for well-organized 
institutions. 

In February 2011, the mission issued guidance to its staff on how to design new direct 
assistance projects/activities and obtain the required administrative approvals for such activities. 
USAID is also coordinating its activities with other donors to increase the capacity of Afghan 
ministries that will receive govemment-to-govemment support. To avoid duplication of multiple 
donor assessments of the same ministries, the Afghan Government is currently undertaking a 
comprehensive review of the public finance management capacity and internal controls systems 
of fourteen ministries. Together these ministries (excluding security) represent over 95% of the 
government’s core budget (operational and development) and understanding the performance of 
their financial management systems is key to understanding the planning and execution of the 
budget and the internal controls procedures in place. The public finance management capacity 
assessment has started in March 2011 and will run for 38 consecutive weeks. The steering 
committee is chaired by the Ministry of Finance and consists of representatives from the 
following donor agencies: USAID, DFID (UK), CIDA (Canada), World Bank, ISAF, UNDP, 
UNAMA, JICA (Japan) and AusAID (Australia). 


Question #5B : 

What assurances are there that appropriate safeguards are in place and that assistance is 
not being diverted by corrupt actors in and outside of the Afghanistan government? 

Answer: 

Accountability in the provision of development assistance is among USAID’s highest 
priorities in Afghanistan. By providing the majority of our assistance in non-permissive areas, 
some of the main challenges USAID faces include: 

• Avoiding USAID resources from benefitting the Taliban or other malign groups; 

• Avoiding working with potentially corrupt officials and institutions in an effort to 
stabilize districts and provinces; and 

• Monitoring and evaluating programs in insecure environments. 

In light of these challenges, USAID established the Accountable Assistance for 
Afghanistan (A^) initiative. The purpose of the A^ initiative is to ensure the proper procedures 
are in place to help protect assistance dollars from being diverted from their development 
purpose by extortion or corruption. USAID is enhancing its safeguards for development 
assistance in the following four categories, with the following results to date: 


1. Award Mechanisms: Our objective is to use mechanisms that provide the most visibility on 
project costs. 
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• Cost-reimbursable Contracts: USAID is designing new projects to use award 
mechanisms that obligate implementing partners to track how development funds are 
spent. Examples are using cost-reimbursable (CR) contracts instead of fixed price (FP) 
contracts, and limiting the use of cooperative agreements and grants. 

o Result: USAID/Afghanistan recently changed what was to be a five-year, several 
hundred million dollar cooperative agreement into multiple, smaller, cost 
reimbursable contracts. These smaller awards are more manageable and allow for 
detailed reviews of costs incurred. 

• Limit Subcontract Tiers: As of January 2011, USAID has included a new clause on 
subcontracting requirements in all new contracts. It requires that the prime contractor 
perform at least 1 5 percent of the work, to only subcontract with firms registered with 
GIRoA, and that no subcontract “brokering” (flipping) occurs. It also enables USAID to 
restrict the number of tiers of subcontracts, with the goal of limiting the tiers as much as 
possible per project type. 

o Result: Six recently awarded contracts have the new subcontract clause and all 
new solicitation documents include the clause. Currently there are 14 anticipated 
awards to be issued under ongoing procurements which will contain the new 
subcontract clause. 

2. Vetting: Background investigations on Afghan and third country companies and individuals 
can help ensure resources do not benefit the Taliban and other malign groups. 

• Establishment of the Vetting Support Unit: In February 2011, USAID established an 
internal Vetting Support Unit (VSU). The VSU utilizes existing information sources to 
vet potential non-U. S. contractors, grantees, and other organizations and individuals prior 
to finalization of an award. 

o Result: Since February, vetting has revealed two first tier subcontractors and one 
second tier subcontractor as ineligible to receive USAID funds. In each case, 
USAID immediately notified the prime contractor to cancel the subcontract. 

3. Financial Controls: To enhance controls on project funds, a number of practices are being 
intensified. 

• Audit Locally Incurred Costs: USAID has recently approved a new program to audit all 
locally incurred costs of program funded implementing partners. This program will be 
jointly managed by USAID/Afghanistan and the USAID Office of Inspector General in 
Afghanistan. 

o Result: The Mission’s financial audits of five awards in the past year led to 
recovery of over $1 million in overcharges and unallowable costs. Similar results 
are expected with the mission’s new audit program of 100 percent of locally 
incurred costs. 
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• Perform Ad-hoc Audits: The Mission has the flexibility to request audits of programs if, 
through routine monitoring, it is determined that closer evaluation is required. 

• Require Compliance Officers: For awards in excess of $50 million, the Mission is 
requiring a compliance officer role as a key contract position to ensure compliance with 
applicable USG laws, regulations, policies and procedures, including vetting. 


4. Project Oversight: USAID is performing additional oversight in high risk areas, using 
multiple monitoring techniques and delegating more oversight authority to the field. 

• Delegate Monitoring: Contracting Officers are enabled to delegate project monitoring 
responsibilities to On-Site Monitors (OSM) who are assigned to the field. Delegated to 
one or more specific projects, an OSM will enhance project monitoring by having the 
authority to check on how well an implementing partner is progressing toward achieving 
the project’s purpose. 

o Result: The first OSM designations were made during the week of May 2. 

USAID is working to create an OSM training class which will be initially offered 
in Afghanistan for current OSM personnel and it will be mandatory training for 
all incoming field personnel. 

• Conduct Evaluations: The A^ team is examining ways to incorporate formal project 
evaluations as an additional tool to uncover any leakage of project funds to malign 
groups. 

Additionally, USAID agency-wide policies require staff to complete pre-award 
surveys/assessments of prospective recipients’ financial management systems to determine their 
capacity to effectively manage and account for USAID direct assistance funds. Assessments 
examine organizational and management structure, accounting, financial management systems, 
internal controls, technical capabilities, and quality assurance capabilities, as well as the 
organizations’ policies, procedures, and practices for effective and efficient management of USG 
resources. 

If the results of these assessments show that there are risk factors, pre-disbursement and 
post-disbursement conditions are built into the awards/agreements made with these 
organizations, to ensure strengthening of relevant issues and reduction of risk for 
USAID/Afghanistan. Prior to initial and subsequent disbursement of funds, USAID requires that 
Afghan government entities provide documentation demonstrating compliance with conditions 
set forth in signed bilateral direct assistance agreements. 

Since FY 2009, USAID/Afghanistan has completed 14 pre-award assessments of Afghan 
governmental and non-govemmental organizations, and will undertake additional assessments as 
needed for future awards. In September 2010, the USAID DIG conducted a review of 
USAID/Afghanistan’s ministerial assessment process. Based upon the findings and related 
recommendations in the report, the Mission made changes to its assessment process, particularly 
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the scope of work (SOW) that it uses to conduct the assessments. The Mission also has been 
utilizing the modified SOWs and following these new procedures since October 2010. 

Monitoring and evaluation is also an important component in ensuring USAID funds are 
used for the intended purpose. Monitoring and evaluation of ongoing assistance to the Afghan 
government includes site visits, progress reviews, periodic financial reviews by mission staff, 
and audits by the Government Accountability Office, USAID Office of the Inspector General, 
and the Special Inspector General for Afghanistan Reconstruction (SIGAR). USAID has third- 
party auditing rights for all direct assistance arrangements. For contributions to the World Bank- 
managed Afghanistan Reconstruction Trust Fund (ARTF), USAID is involved in the Donors’ 
Committee and accepts ARTF audit protocols, working with and through World Bank and 
Afghan oversight and auditing bodies. 


Question #5C : 

Moving toward smaller grants and contracts could make oversight more challenging by 
increasing the workload of the contracting staff. What steps is USAID taking to provide the 
necessary staff to oversee this new approach? Are you working with local NGOs to assist 
them in developing satisfactory oversight practices? 

Answer : 

USAID’s acquisition and assistance workforce, which includes our contracting and 
agreement officers (CO/AO) and the contracting/agreement officer’s technical representatives 
(COTR/AOTR), has been a primary area of focus under our USAID Forward reform package, as 
well as the Quadrennial Diplomacy and Development Review (QDDR). We recognize that we 
must build a strong procurement workforce to meet our objectives for smaller awards, expanded 
partnerships, and greater oversight of the day-to-day activities we undertake to achieve 
sustainable and effective development projects. 

The Development Leadership Initiative (DLI) provides badly needed staff resources, 
bringing the best talent to contend with the oversight that occurs throughout the life of a 
program — from its inception to its closeout. Since the DLI program began, we have brought on 
board approximately 685 individuals who will play important roles in our oversight capabilities. 

As we move forward, we will seek flexible options and support from Congress. 

Currently, we have a request for a Working Capital Fund to collect 1 percent of program 
obligations which will enable us to support and institutionalize our Implementation and 
Procurement Reform efforts. 

In response to the second part of the question, USAID takes a multi-dimensional 
approach to ensure local NGOs are capable of being responsible stewards of U.S. taxpayer 
funds. Prior to a new award with a new local partner, we conduct a pre-award assessment of its 
capabilities and vulnerabilities. Depending on the results of the assessment, we may arrange for 
support to strengthen their management and financial control procedures, either before or 
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concurrent with an actual award. In addition, we may tailor the type of implementation 
mechanism to the strengths of the new partner. For example, a progress payment model based 
on agreed upon accomplishments might be used instead of a cost reimbursement award for 
inputs. Notwithstanding the increased flexibilities in types of awards and amount of support we 
are providing to local implementers in order to increase the number of awards they receive, we 
have not altered the standard by which we authorize advance payment financing. And, under 
certain considerations given the capabilities of local organizations, we may include requirements 
in an award to a U.S. implementing partner that they work to increase the number and strengthen 
the capabilities of their local partners so that, over time, local partners will be in a better position 
to compete for their own awards with USAID. 

We recognize that working with smaller local implementers brings a higher labor 
intensive effort for our field staffs and our Washington DC staff that support our overseas 
programs. For this reason, talent management and adequate levels for our acquisition workforce 
are primary concerns. USAID is actively aligning its workforce to meet its Implementation and 
Procurement Reform goals, including increased participation by responsible local implementers. 


Question #6A : 

Is the United States taking a leadership role in supporting GAVI and its goal to save the 
lives of children through immunization? 

Answer : 

USAID has played a lead role in GAVI’s creation and in its first successful 10 years. In 
addition to the $657 million in USAID funding to GAVI between FY 2001 and FY 2010, we 
play a critical leadership role on the GAVI Board of Directors and the GAVI Executive 
Committee. USAID also provides technical assistance to countries to strengthen national 
immunization programs so they can introduce and rapidly scale-up access to the new vaccines 
that GAVI funds. USAID’s FY 201 1 request for GAVI was $90 million, a 15 percent increase in 
the USQ contribution from FY 2010. The President’s FY 2012 budget includes a request for 
GAVI of $ 1 1 5 million, another significant increase. GAVI is requesting additional resources to 
introduce the recently developed rotavirus and pneumococcal vaccines where they can have the 
most impact. The introduction of pneumococcal and rotavirus vaccines, together with scaling up 
existing vaccines, could save four million more lives over the next five years. 

Question #6B : 

How is the United States engaging with other donor countries and the private sector to 
assure that new vaccines for pneumonia and diarrhea are made available to children in the 
developing world? 

Answer : 

USAID is engaging with other donor countries and the private sector to accelerate access 
to new vaccines for pneumonia and diarrhea for children in the developing world. The funds the 
United States provides to GAVI are used for vaccine purchase. At the same time, USAID 
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supports complementary activities in countries to ensure that the vaccines actually reach the 
children at risk. USAID strengthens country-level immunization systems, which deliver the new 
vaccines. This work has played a key role in the successful introduction of the pneumococcal 
conjugate vaccine in Rwanda and Kenya. 

These country-level immunization systems include: 

o cold chain and logistics; 

o new vaccine introduction preparedness (e.g., new vaccine assessments, health 
worker training, developing training materials, waste management planning, 
social mobilization); and 

o programs to reach the unreached and unimmunized. 

In Rwanda, when they introduced pneumococcal vaccine, USAID provided cold chain 
equipment and technical assistance to the ministry of health to support the country’s efforts to 
reach all children under the age of one. USAID is working with Rwanda on its GAVI 
application for rotavirus vaccine and the additional system building that will be necessary to 
prepare for this more challenging introduction. Additional technical assistance efforts are 
planned in Tanzania, Malawi, Ethiopia and Benin, and other USAID Missions are engaged in 
country-level planning and system building to support the introduction of these critical new 
vaccines. 

Question #7A : 

In accordance with this new policy, how is USAID making better investments in global 
development? 

Answer : 

In late 2010, President Obama announced the first-ever United States' global 
development policy, elevating development as a central pillar of national security equal to 
diplomacy and defense. Placing a premium on broad-based economic growth and democratic 
governance, the policy emphasizes sustainable development outcomes, game-changing 
innovations, partnerships both within the United States and abroad to achieve our goals, and 
importantly, efforts driven by evidence so that we maintain rigor to our development investments 
and ensure that we are making the most out of every dollar spent for development. 

The global development policy, along with USAID internal reform efforts, is shaping the 
way USAID invests in global development. Our reform efforts were designed to work together 
to restore the United States as the global leader in international development, and enable USAID 
to achieve high-impact development while making the best use of limited resources. For 
example, our newly created Bureau for Policy, Plamiing and Learning works closely with the 
new Office of Budget and Resource Management to ensure our strategic planning is driven by 
both the latest evidence on development and rigorous prioritization in this resource-constrained 
environment. USAID’s initiatives on innovation, science and technology, and learning, 
evaluation and research are changing the way USAID operates, using scientific advancements, 
and evaluation to achieve the greatest development impact. USAID’s new evaluation policy and 
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strengthened evaluation practices will contribute to evidence-based decisions and better designed 
and managed development projects. 

Further, we are applying the tenets of the policy throughout the Administration’s 
signature development initiatives - Feed the Future, the Global Health Initiative, and Global 
Climate Change Initiative - all of which prioritize investments in game-changing innovations 
and research, host country capacity, and strong mechanisms to hold both ourselves and our 
partners accountable for achieving sustainable outcomes, These are early examples of our efforts 
to shape our investments through the lens of the policy directive. 


Question #7B : 

How is USAID working with other US government entities, such as State, Treasury, 
Defense, and the Millennium Challenge Corporation to ensure that development aid, 
human rights debt relief, economic investment are working together to fight against 
poverty? 

Answer : 

We are working with other U.S. government (USG) agencies, ineluding the U.S. 
Departments of State, Treasury and Defense, and the Millennium Challenge Corporation, to 
ensure that the full suite of USG development tools - and use of both assistance and non- 
assistance instruments - are deployed and working together to fight poverty. 

Partnerships for Growth (PFG) is one such example of this multi-agency effort to release 
a full range of development, trade, and economic tools and put into practice the principles of the 
global development policy, PFG aims to alter the donor-recipient dynamic to a more 
collaborative relationship that encompasses far more than foreign assistance, and in turn requires 
a greater level of collaboration on the part of multiple USG agencies. 

PFG is driven by a deliberate strategy to foster the broad-based economic growth 
necessary for select low-income countries to become the next generation of emerging markets. 
For the U.S., economic growth will become a top bilateral priority and the primary development 
objective in PFG countries. 

PFG represents a marked departure from business-as-usual for both the United States and 
its partner countries: From PFG countries, we expect to see substantial new commitments and 
policy reforms to undertake the essential actions to address their most serious constraints to 
economic growth, and a far greater involvement in planning and implementation processes. 
Consequently, PFG should be understood as an effort to create a new form of partnership that 
reflects new commitments from both parties around the shared objective of accelerating broad- 
based economic growth. 



404 


Question #8 : 

H.R. 1 completely eliminates funding for the Complex Crises Fund (CCF). 

What effect would the Complex Crises Fund’s elimination have on the State Department 
and USAID’s capacity to effectively prevent violent conflict and mitigate escalating crises? 

Answer : 

USAID appreciates the $40 million appropriation for the CCF in the Full Year Spending 
Agreement (HR 1473, P.L. 112-10). If the CCF funding were eliminated, as proposed by H.R. 1, 
we would return to a situation in which USAID’s capacity to rapidly respond to crises with 
programming designed to prevent violent conflict and mitigate crises escalations would be 
severely hampered. Without the CCF, in most cases, USAID would be limited to providing 
humanitarian assistance and small programs to facilitate transition to democracy. USAID would 
not have sufficient funding available to rapidly support larger programs needed to impact and 
avert violence and conflict in unfolding complex crises. 

Without the CCF in FY 2010, USAID would not have been able to respond rapidly or 
effectively to the unfolding crises and mitigation opportunities in many parts of the world. For 
example, USAID was able to respond quickly in Kenya’s Rift Valley to support a project to 
prevent escalating political killings and wide-spread civil unrest. USAID was able to respond 
to the political crisis that erupted in Kyrgyzstan by helping to restore critical government 
services and functions at a critical juncture during a time of civil unrest. 

The CCF is a flexible funding resource enabling the USG to quickly respond to 
unforeseen events, and rapidly evolving situations. Continuation of the CCF has permitted us to 
respond to new opportunities as they emerge. 


Question #9A : 

In January, a joint venture in Haiti was announced between the Haitian government, the U.S., 
and the Inter-American Development Bank to develop an industrial park near the north coast. A 
South Korean textile manufacturer will be the main tenant and has promised to create 20,000 
jobs. The industrial park has the potential to create thousands more jobs on top of those at the 
textile plant, and there are reportedly going to be efforts to build homes, roads, schools, and other 
community necessities to allow workers and their families to live near the park and not be forced 
to return to Port-au-Prince. 

Can you describe the U.S.’s role in this new development? 

Answer: 


On January 11, 201 1, the Government of Haiti (GOH), the United States Government 
(USG), and the Inter-American Development Bank (IDB) signed an agreement to build an 
industrial park in Haiti’s northern corridor, with Sae-A Trading Co. Ltd., one of Korea’s leading 
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garment manufacturers, as the anchor tenant. This agreement builds upon a Memorandum of 
Understanding among the investing parties, USG investments will benefit the Park and the 
wider surrounding area, and are in alignment with our overall strategy for development 
assistance in Haiti. Specifically, the USG will invest $124 million in the provision of a 
minimum of 25 megawatts to the electricity grid for the park and surrounding area; the planned 
expansion of surrounding communities through the provision of approximately 5,000 homes; and 
improvements and capacity building for the port infrastructure in the north. The IDB will 
provide financing for the internal park infrastructure, access roads, state-of-the-art waste water 
treatment facilities, and factory buildings. 

The Northern Industrial Park fulfills priorities in the GOH’s National Action Plan to 
create centers of economic development outside of Port-au-Prince for Haiti’s future growth and 
bring much needed jobs to Haiti’s underserved regions. The Interim Haiti Recovery 
Commission facilitated and approved this effort, marking the first major public-private 
partnership to bring permanent jobs to Haiti since the January 12, 2010, earthquake. The U.S, 
Congress’ passage of the Haiti Economic Lift Program (HELP) Act in May 2010 was a critical 
catalyst by significantly increasing U.S. trade preferences for Haitian apparel, which, in turn, 
made Haiti more attractive to large-scale manufacturing operations like Sae-A. Sae-A's 
investment is the largest foreign direct investment in Haiti to date, and will also mark the first 
apparel operation with fabric made in Haiti, significantly increasing the Park’s economic 
advantage over operations that import the vast majority of inputs for garments. This progress has 
already attracted interest from other companies, who are considering Haiti as an option for their 
operations. 


Question #9B : 

Who is responsible for guiding the development of each component of the new community? 
Answer: 


The USG will provide more than $120 million in funding for power generation for the 
Park and surrounding areas, having a significant impact on the community; housing in 
communities in proximity to the Park; and significant port improvements in the North. As 
owners of the Park, the GOH will contract for park management and provide support and 
oversight, including ensuring that new construction adheres to earthquake- and hurricane- 
resistant standards. The GOH will also manage the compensation package for farmers displaced 
or affected by the park. The IDB will invest at least $ 1 00 million in grant funding for the 
development of factory shells and inside-the-fence infrastructure. Sae-A, the anchor tenant, will 
commit at least $70 million for facility development, machinery, and equipment. It will occupy 
50 hectares and employ 20,000 Haitian workers in compliance with International Labor 
Organization standards. While not party to the agreement, the European Union is making grant 
funding investments to support road improvements, including critical access roads and major 
arteries in the North. 
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Question 9C : 

Is the “community of learning” concept being considered in the designs for schools for the 
new development? 

Answer : 

The USG is collaborating on the design for the park with the IDB. The IDB received $10 
million for education from the FY 2010 Supplemental Appropriation (PL 111-212) which will be 
used to construct two schools in the northern industrial corridor. The USG seeks partnership 
with other organizations for the construction of other schools or rehabilitation of existing schools 
in the area. The plans for the Park are still being developed, but the scope of the project will 
ensure that a community of learning is fostered among these schools for the Haitian children in 
the area. The USG is funding a job readiness program through the Haiti Apparel Center to create 
a skilled pool of tradespersons to support the apparel industry expansion. 
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Questions for the Record Submitted to 
Administrator Rajiv Shah by 
Representative Jerry Lewis 
Subcommittee on State, Foreign Operations 
Committee on Appropriations 
March 30, 2011 


Question #1 : 

Please expand upon our humanitarian assistance in Libya. How is USAID reaching the 
Libyan people? With whom are you coordinating these efforts? How much will this 
mission cost and how is this assistance currently being funded? 

Answer : 

As of June 2, 2011, USAID has committed $20 million for humanitarian activities in 
response to the conflict in Libya, including $10 million from USAID’s Office of U.S. Foreign 
Disaster Assistance (USAID/OFDA) and $10 million from USAID’s Office of Food for Peace 
(USAID/FFP). Five USAID-funded non-govemmental organizations (NGOs) and three USAID- 
funded U.N. agencies are actively working in Libya; another grantee is staging on Tunisia’s 
border with plans to enter Libya the week of June 6, 201 1 . These areas in the west have been 
inaccessible for months. USAID also deployed a Disaster Assistance Response Team (DART) 
to the region, with team members working from Libya, Tunisia, and Egypt. 

USAID supported the U.N. World Health Organization (WHO) to enhance its logistical 
capacity in eastern Libya which has allowed for streamlining of the delivery of medicines and 
supplies to the besieged city of Misratah. WHO has also established medical training centers in 
eastern Libya to train volunteers in first aid and transport of critically injured individuals. 
USAID’s substantial contribution to the U.N. World Food Program (WFP) is facilitating the 
delivery of emergency food assistance to populations in eastern Libya, as well as Misratah; WFP 
has also been steadily increasing deliveries of food in western Libya. USAID also funded WFP 
to establish the U.N. Humanitarian Air Service for Libya, currently the only regularly scheduled 
flights transporting humanitarian staff and supplies into Benghazi, Libya. 

As of June 2, 201 1, the majority — $15 million — of USAID assistance for the Libya crisis 
was funded with International Disaster Assistance Funds (IDA), including all $10 million from 
USAID/OFDA and $5 million from USAID/FFP for local and regional food procurement. The 
remaining $5 million from USAID/FFP pertains to Title II emergency food assistance. 

USAID assistance is provided in coordination with the U.S. Department of State and is 
part of a broad-based international humanitarian effort of more than 35 countries and key 
international, regional, and non-govemmental organizations that provide financial and in-kind 
contributions. 
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From the outset of the crisis, USAID has provided funding and coordinated with the U.N. 
Office for the Coordination of Humanitarian Affairs, which is now facilitating five sector- 
focused cluster meetings in eastern Libya covering health, food security and livelihoods, 
logistics, shelter and protection, and water, sanitation, and hygiene. Local and international 
NGOs, U.N. agencies, donor representatives, members of the Transitional National Council 
(TNC), and private sector individuals participate. The USAID DART takes part in these cluster 
meetings and also holds one-on-one meetings with local authorities and other donor 
governments, such as the U.K. Department for International Development’s (DFID) and the 
European Commission’s Humanitarian Aid Department (ECHO). 

Humanitarian needs in Libya and the surrounding countries are directly dependent on the 
duration of the conflict. USAID will continue to closely monitor the situation and respond to 
verifiable humanitarian needs. 


Question #2 : 

Please provide an update on our efforts in Haiti. 
Answer: 


Immediately following the January 2010 Haiti earthquake, the U.S. Government (USG) 
and international community mounted an unprecedented relief effort, providing safe drinking 
water, food, shelter, household items, and sanitation and health services to 1.5 million displaced 
people and vaccinated more than 1 million displaced Haitians against highly communicable 
diseases. 

In the 16 months since the quake, the USG has provided nearly $1 .2 billion in 
humanitarian relief and recovery assistance targeted at displaced Haitians living in tent camps. 
Partnering with the Government of Haiti (GOH), and in conjunction with the international 
community, the USG continues to fund health care and other essential services for displaced 
Haitians, as well as rubble removal, housing construction, and infrastructure support to the GOH, 
building new work spaces and replacing buildings destroyed in the earthquake. 

The USG has moved more than 1.5 million cubic meters of the estimated 10 million 
cubic meters of rubble generated by the earthquake - 75% of the estimated 2 million cubic 
meters of rubble removed to date - and funded the construction of more than 21,500 temporary 
shelters that should last several years and be sufficient to house more than 107,500 Haitians. 

In partnership with the GOH, the USG also participated in the international community’s 
rapid and effective response to the widespread cholera outbreak in October 2010. The 
international community’s coordinated efforts slowed the spread of the cholera epidemic, and the 
provision of commodities helped treat those affected. As part of these efforts, USAID provided 
more than 600,000 liters of IV fluids, enough to treat 75,000 patients, and provided 30 metric 
tons of chlorine, which treated water nationwide for three months. 
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Guided by the priorities laid out by the GOH in its Action Plan for National Recovery 
and Development of Haiti, USAID is now implementing a 5-year USG strategy, finalized in 
January 2011. The strategy is focused in three geographic areas, complements the international 
community’s efforts in Haiti, and targets assistance to sectors in which the U.S. can provide the 
most value: infrastructure and energy, food and economic security, health and other basic 
services, and governance and rule of law. New programs are in final planning stages. 

Long term development priorities include partnering with the Inter- American 
Development Bank to build an industrial park near Cap Haitian that we expect to bring 5,000 
jobs when it opens next spring and potentially 65,000 jobs when fully operational. In the three 
geographic corridors, the USG will implement agriculture programs including watershed 
management techniques to increase incomes and crop production of small farmers. Additionally 
USAID is supporting modernization of the power sector through reform and transformation. An 
Operational Improvement Contract is in place for the electricity sector that is enabling a private 
third party, Tetra Tech Inc., to manage the operations of Electricite d’Haiti (EDH) and to address 
ongoing challenges, reduce technical losses, improve operations, train Haitian staff, and 
implement systems for effective commercial operations. 

USAID is committed to open, transparent, and efficient use of U.S. taxpayer funds, and is 
doing business differently in Haiti. Through procurement reforms that include rigorous 
monitoring and evaluation measures and greater inclusion of local implementing partners, 
USAID is ensuring that these new programs are managed well and that local capacity is built so 
that our work is sustainable. Our ultimate goal is to build the capacity of the GOH, local 
businesses, and Haitian organizations so that Haiti becomes more stable and prosperous and less 
dependent on foreign assistance. 


Question #3 : 

Two weeks ago Secretary Clinton testified before this committee about an increase in our 
diplomatic and civilian presence in Iraq. 

How is USAID preparing for the estimated doubling in civilian presence and expanded 
diplomatic role? How does USAID plan to work with the State Department in coordinating 
this effort? Are you satisfied that your security requirements for USAID employees will be 
met? 

Answer : 

The USAID/Iraq mission’s staffing requirements will remain the same as recent years in 
line with the program funding appropriated by Congress in FY2010 for $247.5 million, and 
USAID’s FY201 1 request of $328.25 million and the FY2012 request of $279 million. By the 
end of this summer, the 16 Provincial Reconstruction Teams (PRTs) in Iraq will be closed, and 
two consulates will be established in Basrah and Erbil, USAID employees will be stationed at 
these consulates. In addition, USAID is also in the process of hiring local Iraqi employees to 
assist in monitoring our projects in the field to provide an additional layer of oversight. 
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USAID is involved in discussions with the Department of State regarding transition 
issues after the military’s departure. Security for USAID employees in Iraq has been and will 
continue to be provided by the Department of State. 

USAID contractors and grantees implementing nationwide programs after the withdrawal of 
US military assets will need to coordinate their security resources wherever possible. The 
operating environment will also be affected by the capacity of Iraqi security forces and the 
establishment of certain operational and programmatic parameters, such as operations hubs. 
Transition issues affecting USAID contractors and grantees involve potential alternatives that 
USAID is coordinating with the Department of State, such as; 

• DOD’s Contractor Operations Cell (CONOC) which currently coordinates movements of 
personal security details, including those of USAID contractors/grantees across Iraq; 

• Quick Response Force which monitors local conditions and responds to emergency 
situations; 

• MEDVAC which responds to medical emergencies and provides medical transport; and 

• Lodging and food services. 

For years, our staff members have served admirably in inhospitable environments and 
since 2004 in Iraq, USAID has operated successfully throughout the country supported by 
diplomatic security. We are confident that our civilians will continue to meet the diplomatic and 
security challenges. This is true now and it will be true after the military completes its draw 
down. 


Question #4 : 

Since 2002, the U.S. has provided over $16 billion for development efforts in Afghanistan. In a 
March 201 1 report, GAO indicated that there is potential for duplication of efforts between the 
DOD, USAID and other agencies. 

What steps has USAID taken to prevent the duplication of development efforts with DOD 
and other agencies? What steps will USAID take in the future? 

Answer: 


Coordinating interagency USG assistance to Afghanistan is important for maximizing the 
developmental impact of donor funds, avoiding duplication of effort, and strengthening our 
partnership with allies in Afghanistan. In Washington, USAID works closely with our 
counterparts at the State Department to ensure close coordination in our programming and 
overall assistance goals. USAID principals participate in a regular series of high-level meetings 
coordinated by the National Security Council (NSC), which include Inter-Agency Policy 



411 


Committee meetings, Deputies’ Cominittee meetings, and Principal’s Committee meetings, 
USAID coordinates with the Department of Defense (DOD) through bi-weekly video- 
teleconferences, as well as through a forum hosted by DOD. In addition, USAID is currently 
working with DOD’s Task Force for Business Stability Operations (TFBSO) to ensure that 
activities are coordinated and sustainable. 

In Kabul, all of USAID's activities in Afghanistan are closely overseen by State's 
Coordinating Director for Development and Economic Affairs (CDDEA), headed by 
Ambassador Bill Todd, USAID also works closely with the Embassy’s Senior Agriculture 
Coordinator from USDA, Dr. James Butler. USAID is a member of various interagency working 
groups, such as the USG interagency transition working group. USAID also co-chairs the 
Infrastructure Working Group with the USFOR-A Joint Engineering - Joint Programs Integration 
Office. This group meets on a regular basis to discuss infrastructure project coordination and 
planning, and is the first step of the Afghanistan Infrastructure Fund (AIF) project vetting 
process. USAID also leads the interagency Working Group for Reform of the Construction 
Sector (WG RoCS), and participates in DOD’s Task Force 2010, an interagency effort begun in 
June 2010 to improve the visibility of USG contract funding flows in Afghanistan. USAID staff 
are also detailed to the International Security Assistance Force (ISAF) headquarters in Kabul, to 
ensure greater coordination with the military effort. Beyond Kabul, USAID works hand-in-hand 
with field staff from State, USDA, DOD, and other agencies as part of the Regional Platforms, 
Provincial Reconstruction Teams (PRTs), and District Support Teams (DSTs). USAID field 
personnel, for example, have veto authority on the Commander’s Emergency Response Program 
(CERP) review boards at Task Force and Regional Command levels. USAID field personnel 
also provide input and insight during the CERP proposal review process. 


Question #5A : 

Since 2002, the U.S. has provided more than $55 billion for Afghan security, governance, and 
development, and over $18 billion to assist Pakistan in its security, economic, and development 
matters: 

What safeguards are in place to ensure money given directly to the Afghan and Pakistani 
governments is being used effectively and for its intended purpose? 

Answer: 


Both Afghanistan and Pakistan have robust pre-award processes to ensure that USG 
funds are appropriately spent. USAID agency-wide policies (ADS 591 and 201) require staff to 
complete pre-award surveys/assessments of prospective recipients’ financial management 
systems to determine their capacity for effectively and efficiently managing and accounting for 
USAID direct assistance funds. These assessments identify weaknesses, vulnerabilities, and gaps 
within the ministry and/or independent agency. USAID then pinpoints capacity building 
programs to bolster the overall capacity of the ministry prior to the receipt of any funding. 
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Following the award, both Missions monitor assistance to the government through site 
visits, progress reviews, and periodic financial reviews by mission staff, audits by inspectors 
general, and in Afghanistan, by the Government Accountability Office. USAID has third-party 
auditing rights for all direct assistance arrangements in both countries. Both missions have 
strengthened the presence of USAID inspectors general, and Afghanistan also has the Special 
Inspector General for Afghanistan Reconstruction. 

For contributions to the World Bank-managed Afghanistan Reconstruction Trust Fund 
(ARTF), USAID is involved in the Donor’s Committee and accepts ARTF audit protocols, 
working with and through World Bank and Afghan oversight and auditing bodies. 

USAID launched the Accountable Assistance for Afghanistan (A^) initiative in the fall of 
2010 to help ensure that the Agency is taking the necessary steps to limit the likelihood of 
assistance directly or inadvertently supporting malign groups or being diverted from their 
development purpose by extortion or corruption. Particular attention is devoted to high-risk areas 
in Afghanistan where funds are more susceptible to being diverted from development projects. 
USAID is enhancing its safeguards for development assistance in the following four categories: 

1 . Award Mechanisms - Our objective is to use mechanisms that provide the most visibility 
on project costs - for example, using cost reimbursement contracts instead of fixed price 
contracts, limiting the number of subcontractors, and limiting the use of grants and 
cooperative agreements. 

2. Partner Vetting - Background investigations on Afghan and third country companies and 
individuals can help ensure resources do not benefit the Taliban and other malign groups. 

3. Financial Controls - To enhance controls on project funds, a number of practices are 
being intensified, such as electronic funds transfers and audits of locally incurred costs. 

4. Project Oversight - USAID is performing additional oversight in high risk areas, using 
multiple monitoring techniques and delegating more oversight authority to the field. 

We expect to see the impact of these changes over the coming year and will roll out best 
practices to other missions operating in high risk environments. 

USAID/Pakistan contracts independent Pakistani professionals to help verify and evaluate 
service delivery. In addition to including provisions in our assistance agreements with the 
Government of Pakistan that give USAID residual audit rights, USAID is planning to implement 
a three year activity to strengthen the Auditor General of Pakistan (AGP). The AGP is the 
GOP's Supreme Audit Institution and this activity is expected to increase AGP capacity to 
perform public sector financial and performance audits. The activity will also promote improved 
institutional relationships between the Auditor General, USAID/Pakistan and USAID’s Regional 
Inspector General. 
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Question #5B : 

What is USAID doing to ensure that U.S. contracting and assistance funds to Afghan and 
Pakistani contractors aren’t being diverted to finance terrorist or insurgent groups? 

Answer: 


USAID employs a variety of preventative measures to ensure USG funds are not 
inadvertently diverted to terrorist groups, their members, and/or supporters of these groups. 

First, all USAID award instruments include provisions notifying recipients of the strict 
prohibition against funding terrorism under U.S. law {see AAPD 02-04, implementing Executive 
Order 13224), These provisions provide notice to recipients of their legal responsibility to 
ensure USG funds are not used to benefit individuals or organizations associated with terrorism. 
All sub-awards issued under an existing award instrument must also contain these provisions. 
Furthermore, many award instruments provide USAID with the authority to approve sub- 
recipient awards, providing USAID with the opportunity to vet the sub-award recipients that are 
often the ultimate recipients of USG funds. 

Second, USAID obtains anti-terrorism certifications prior to awarding grants or 
cooperative agreements to non-governmental entities as required by USAID agency-wide 
policies (ADS 303 and AAPD 04-14). These certifications provide USAID with assurance that a 
prospective recipient has not knowingly provided assistance to terrorists, or individuals 
supporting terrorism in the last ten years, and will take all reasonable steps to avoid doing so in 
the future. Moreover, the anti-terrorism certifications require recipients to implement reasonable 
monitoring and oversight procedures to safeguard against assistance being diverted to terrorism. 

Third, prior to making an award, a USAID contracting or agreement officer makes a 
responsibility determination for each recipient, which includes, among other factors, all available 
information concerning terrorist affiliation. This process includes cross-referencing the relevant 
organization against the USG Excluded Parties Listing System (EPLS); the Terrorism Exclusion 
List (TEL); the Consolidated List concerning Al-Qaida and the Taliban and Associated 
Individuals and Entities (pursuant to United Nations Security Council Committee Resolution 
1267 (1999)); and the Specially Designated Nationals and Blocked Persons list compiled by the 
Office of Foreign Assets Control (OF AC), Department of Treasury. These checks are performed 
in regard to all non-governmental entities entering into grant and contract actions with USAID, 
including the organization’s key persormel. 

Fourth, all USAID missions and technical offices perform terrorist financing risk 
assessments as required by former Deputy Secretary of State Negroponte’s 2008 directive to the 
State Department and USAID. Terrorist financing risk assessments consider a number of factors 
in determining the likelihood that USAID funds may be inadvertently diverted to terrorism, and 
document the safety precautions each USAID program employs. The risk assessments are then 
submitted annually in an information memorandum to USAID Office of Security. The Office of 
Security, considering the relative risk of each program, must then provide clearance on each 
assessment before funds are obligated for the corresponding fiscal year. This process serves as 
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an additional safeguard in preventing USAID funds from being used to support terrorism in any 
way. 


Additionally, in Afghanistan, to help prevent the diversion of development funding to 
terrorist groups, multiple working groups from the Department of Defense (DOD), and the North 
Atlantic Treaty Organization (NATO) International Security Assistance Force (ISAF) have been 
established to address shortcomings in vetting of recipients, contract design and oversight 
mechanisms. They include Task Force Shafafiyat, Task Force 2010, and Task Force Spotlight. 

USAID has also recently launched the Accountable Assistance for Afghanistan (A^) 
initiative. The purpose of the A^ initiative is to ensure the proper procedures are in place to help 
protect assistance dollars from being diverted from their development purpose by extortion or 
corruption. USAID is enhancing its safeguards for development assistance in the following four 
categories; 

1 . Award Mechanisms ~ Our objective is to use mechanisms that provide the most visibility 
on project costs - for example, using cost reimbursement contracts instead of fixed price 
contracts, limiting the number of subcontractors, and limiting the use of grants and 
cooperative agreements. 

2. Partner Vetting - Background investigations on Afghan and third coimtry companies and 
individuals can help ensure resources do not benefit the Taliban and other malign groups. 

3. Financial Controls - To enhance controls on project funds, a number of practices are 
being intensified, such as electronic funds transfers and audits of locally incurred costs. 

4. Project Oversight - USAID is performing additional oversight in high risk areas, using 
multiple monitoring techniques and delegating more oversight authority to the field. 

In February 201 1, USAID established an internal Vetting Support Unit (VSU) for 
Afghanistan. The VSU utilizes existing information sources to vet potential non-U.S. 
contractors, grantees, and other organizations and individuals prior to finalization of an award. 
Since February, vetting has revealed two first tier subcontractors and one second tier 
subcontractor as ineligible to receive USAID funds. In each case, USAID immediately notified 
the prime contractor to cancel the subcontract. 

Each of the aforementioned preventative measures serve as an important bulwark against 
the improper use of USAID funds. For the new, Afghanistan-specific initiatives, we expect to 
see the impact of these changes over the coming year and will roll out best practices to other 
missions operating in high risk environments. 

Question #6 : 

To what extent have the recent revolutions in the Middle East been caused by increased 
food prices and food policy? 
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Answer : 

High food prices may have contributed indirectly to recent events in the Middle East. 
Indeed, escalating food prices, coupled with unemployment and underemployment particularly 
among educated urban youth, have been key fectors leading to revolts in the Arab world. 

Unemployment and underemployment in the Middle East cause households to spend 
approximately 50% of their incomes on food, and rising costs greatly reduce their purchasing 
power. With global food prices at record highs, people throughout the Middle East are protesting 
the dramatic price hikes in basic foodstuffs, such as rice, cereals, cooking oil, and sugar. 

As the Middle East imports at least 50 percent of food for domestic consumption, the 
region faces higher import bills, and increased production and transportation costs due to the 
rising price of oil, and greater transmission of world prices to local prices for imported 
commodities such as rice and wheat. High import taxes and low subsidies make food even more 
costly for people and provide little protection against price volatility. 

The effects of the rising cost of basic commodities were further compounded by issues of 
unemployment and underemployment in the Middle East. Unemployment is estimated at 10.6% 
across the region - higher than any other region in the world - but is particularly high among 
youth at 24.4%. Most jobseekers are forced to accept low-paying, low-productivity jobs in the 
informal sector with no pension, health, or unemployment insurance. 


Question #7 : 

Can you tell the committee how the President’s new Feed the Future initiative is different 
from what the U.S, has previously done? Why is this approach better? 

Answer : 

Through accelerated agricultural development and improved nutrition, the President’s 
Feed the Future initiative renews our commitment to invest in sustainably reducing hunger and 
poverty. This strategy differs from what the U.S. has previously done in that it is grounded in the 
following five key principles: 

• Invest in country-owned plans that support results-based programs and partnerships, so 
that assistance is tailored to the needs of individual countries through consultative 
processes and plans that are developed and led by host country governments; 

• Strengthen strategic coordination to mobilize and align the resources of the diverse 
partners and stakeholders — including the private sector and civil society — that are needed 
to achieve our common objectives; 

• Ensure a comprehensive approach that accelerates inclusive agricultural-Ied growth and 
improves nutrition, while also bridging humanitarian relief and sustainable development 
efforts; 
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• Leverage the benefits of multilateral institutions so that priorities and approaches are 
aligned, investments are coordinated, and financial and technical assistance gaps are 
filled; and 

• Deliver on sustained and accountable commitments, phasing-in investments responsibly 
to ensure returns, using benchmarks and targets to measure progress toward shared goats, 
and holding ourselves and other stakeholders publicly accountable for achieving results. 

Feed the Future also incorporates gender and environmentally sustainable and climate 
resilient agricultural development into our programming. Feed the Futine’s multi-year strategies 
address the entire food security chain — from farm to market to table — by incorporating access 
(the ability to procure food); availability (ensuring adequate food supplies); utilization (ensuring 
that food translates into good nutrition); and stability (consistent access, availability and 
utilization over time) goals. This strategy takes a broader approach to reducing undemutrition 
through our micronutrient programs and incorporation of nutrition interventions in our multi- 
year strategies. Nutrition interventions include food-based approaches, fortification, and 
supplementation as well as the country’s ability to sustainably provide these services. 

Under USAID Forward, USAID has embarked on an ambitious reform effort to change 
the way we do business, with new partnerships, an emphasis on innovation and a relentless focus 
on results. Feed the Future is at the forefront in implementing this new effort by stressing local 
procurement of services, developing a robust monitoring and evaluation framework for Feed the 
Future focus countries, and fostering a spirit of innovation, science, and technology in our 
approach to food security. 

Question #8 : 

How is the Feed the Future initiative and global hunger in general relevant to U.S. national 
security? 

Answer : 

Hunger, poverty and instability are inextricably linked. We know that nutrition and good 
health, which correlate directly to food security, are critical to national prosperity, stability, and 
security. 

In particular, escalating food prices in 2007-2008 are thought to have sparked 
demonstrations and violence in more than 25 countries, and there is concern now that rising 
prices of staple commodities, combined with political instability in Tunisia and Egypt, could 
spark fttrther unrest. Rising food prices, particularly when combined with high fuel prices, can 
rapidly undermine a household's purchasing power and undermine a household's asset base- 
pushing the already-poor closer to destitution and forcing the near-poor below the poverty line. 

However, civil unrest and violence as a response to this pressure is the exception and not 
the rule. It tends to occur where social inequity is high, and suspicion of profiteering and 
government inaction fuel a sense of injustice. In other words, food riots have tended to occur 
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where the ingredients for political upheaval already existed, not necessarily where hunger was 
greatest. 

According to the UN Food and Agriculture Organization, by 2050 the world's population 
will grow by 2,3 billion people, nearly all in the developing world, where it will increase cereal 
demand (both for human and animal consumption) by nearly 1 billion tons. This places an 
enormous burden on some of the poorest and most food insecure countries in the world, and 
increases the risk that hunger will undermine the efforts of governments attempting to take on 
the economic and social reforms necessary for equitable economic growth. From this 
perspective, failure to harness the potential of agriculture in the developing world translates 
directly into increasing regional instability and ultimately poses global food supply risks. 

The steep rise in global food prices in 2007 and 2008 served as an alarm bell to 
developed and developing countries alike about the state of the global food system and the 
growing problem of hunger. At the G8 Summit in L'Aquila, Italy in July 2009, global leaders 
committed to "act with the scale and urgency needed to achieve sustainable global food 
security." Feed the Future (FTF), the U.S. govertunenf s global hunger and food security 
initiative, renews our commitment to invest in sustainably reducing hunger and poverty. 

The FY 2012 President’s Budget continues this commitment by requesting funding to: 

• Assist countries in increasing productivity and developing stronger commercial 
markets to lower food costs for both rural and urban populations. This stabilization of 
food markets will reduce poverty and contribute to greater political and economic 
stability. 

• Increase farmer incomes by enabling them to shift to higher-value crops and to diversify 
their economic activity. 

• Promote a better investment environment so that more diversified products and 
enterprises can translate into a stronger trading partnership with the U.S. This will result 
in economic benefits to both the U.S. and the developing nations with whom it has 
partnered. 

The FY 2012 Budget also includes $109 million for economic resilience programs which 
are targeted towards vulnerable but viable rural communities, in areas with high concentrations 
of chronic hunger. Aimed at meeting both humanitarian and development objectives through 
expanded support for productive rural safety nets, livelihood diversification, microfinance and 
savings, these programs will reduce the vulnerability to short-term production, income, and 
market disruptions. 

Non-emergency humanitarian programs (including Title II/Food for Peace programs) 
aimed at increasing the resilience of vulnerable households and communities, improving 
nutrition, and accelerating the participation of the very poor in rural growth, are integrated into 
Feed the Future agriculture and nutrition programs. Our emergency response programs will 
continue to mitigate the immediate, life-threatening impacts of hunger. Although humanitarian 
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assistance (emergency and non-emergency) is not included as part of the funding request for 
FTP, its emphasis on improving whole-of-govemment and global coordination -will help to 
ensure that these resources have greater impact. 

By increasing funding to agriculture while maintaining a robust humanitarian response, 
the Administration is addressing both the symptoms and causes of hunger and food insecurity. 
Reducing funding to either at the expense of the other will undermine efforts to change what is 
otherwise a grim, hungry, and unstable future for the developing world. Adequate levels of 
funding now for both short- and medium-term objectives will help to ensure that developing 
partner countries shift from being dependent on international assistance to becoming strong and 
stable trading partners. 

Question #9 : 

Can you discuss how Feed the Future is collaborating with the private sector? Do yon have 
specific examples? Is Feed the Future creating new commercial opportunities for the 
private sector that align with the initiative’s goals? 

Answer : 

Feed the Future views the private sector as an equal partner in the development 
community and embraces its role in creating jobs, enabling economic growth, and brining much 
needed innovation and expertise to the countries and people that we aspire to serve. The private 
sector is particularly important in increasing the sustainability of U.S. assistance and fostering 
private sector-led growth in emerging markets, critical to reducing poverty, fighting hunger, and 
improving nutrition. In addition to the private sector. Feed the Future builds off the U.S.’s 
comparative advantage in innovation through its innovation agenda. This agenda goes beyond 
science and technology to include innovative financial instruments and innovative uses for 
existing technologies to increase food security. 

The FY 2012 President’s Budget requests $26 million to increase private sector 
investment in Feed the Future focus countries’ priority areas, mitigate private sector risks, access 
private sector innovation, and improve the enabling environment for greater private sector 
investment. Of this amount, funding will be used to catalyze at least five new private/public 
partnership models and will provide credit guarantees using our development credit authority 
(DCA) to increase investments in specific geographic areas and value chains. This funding will 
also support specific private sector partnerships, such as our partnerships with PepsiCo and the 
World Food Program. 


Question #10 : 

The Administration recently initiated a government-wide reform of development 
programs: 

a. How should Congress evaluate whether or not this reform has been 
successful at improving U.S. development policy outcomes? 

b. How is this reform different from the status quo and not just additional 
government bureaucracy and red tape? 
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Answer : 

In September 2010, President Obama announced the first-ever United States’ global 
development policy, the Presidential Policy Directive on Global Development (“PPD”). In the 
PPD, President Obama stressed that our foreign assistance must increasingly be directed toward 
countries committed to good governance and focused on delivering sustainable, private sector- 
led economic growth. To fulfill that pledge, we launched a series of reforms we call USAID 
Forward, developed as part of the first-ever review of our country’s development and diplomacy 
operations, the Quadrennial Diplomacy and Development Review. The reforms outlined in this 
Review are designed to make USAID’s development assistance more efficient, more effective, 
and more business-like, aimed at freeing our staff to deliver better outcomes. 

As part of these reforms, we have made difficult tradeoffs, focused more heavily on local 
investment and harnessed the power of science, technology and iimovation. For example, the 
Feed the Future Initiative will make significant investments in the technologies and innovations 
needed to ensure that agricultural productivity will continue to increase, averting famines and 
reducing hunger around the world. At the same time, we proposed eliminating bilateral 
development assistance to 1 1 countries, making tough calls to end assistance in places where 
weak governance or corruption undermined its effectiveness, or where rapid growth has made it 
unnecessary. 

We have introduced the most significant revisions to our contracting policies in our 
Agency’s history and are prioritizing new business models to deliver greater assistance to local 
entrepreneurs and organizations. The goal is to ensure that as the people in developing countries 
develop greater capacity to tackle their own development challenges, USAID can stand dovro, 
allowing our assistance to be replaced over time by vibrant markets, strong civil societies and 
efficient, accountable local governments. 

For example, we have applied these ideas to our work in Haiti to “build back better” after 
last year’s devastating earthquake. Instead of rebuilding devastated brick-and-mortar banks, we 
partnered with the Bill and Melinda Gates Foundation to launch a mobile banking revolution in 
the country. Prior to the earthquake, 90 percent of Haitians had never set foot inside a bank. But 
60 percent of all Haitians do own cell phones. By allowing Haitians to save money and make 
transactions on their cell phones, we are encouraging local wealth creation that is crucial to 
building a vibrant economy while preventing the wage-skimming and corruption that can 
undermine growth. 

We are also looking to cut red tape, rather than creating it, and are looking to create new 
efficiencies. For example, in Kenya, we worked with PEPFAR, the President’s Emergency Plan 
for AIDS Relief started by President Bush, to couple HIV/ AIDS treatment with maternal and 
child health services. As a result, we have extended the availability of reproductive health 
services from two to all eight of the coimtry’s districts, at no increase in cost. And in Senegal, 
we worked with the government to build “health huts,” small facilities in rural villages staffed by 
volunteers providing basic health services to their community. By building over 12,000 of these 
facilities throughout the country, we’ve managed to reach 400,000 more children at a much 
lower cost. No doctors, no hospitals — but access to quality, critical care for those who need it 
most. 
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We are also seeking to be more transparent Tracking development investments is now 
easier than ever thanks to a new, transparent Web site — foreignassistance.gov — that displays our 
entire portfolio of foreign assistance, broken down by country and program. 

In short, the reforms of USAID Forward are moving us well beyond the status quo by 
helping us become a more effective and efficient agency, one focused tightly on results and value 
for money. Congress should evaluate the success of our reforms by assessing whether we are 
delivering development impact more cost-effectively; whether we are putting in place effective 
systems for evaluating what works and what doesn’t; whether we are doing business more 
transparently; whether we are leveraging our efforts through science, technology, innovation, and 
partnerships with the private sector; and whether we are investing in development solutions that 
are sustainable in the long term. 


Question #11 : 

Given the nation’s fiscal realities, bow should Congress prioritize among U.S. development 
programs? MCC? Food for Peace? USAID? Which countries? 

Answer : 

The President’s FY 2012 Budget Request and the Foreign Operations Congressional 
Budget Justification (CBJ) together represent a holistic view of the Administration’s 
development and foreign assistance priorities. The priorities and funding decisions in the budget 
not only reflect the programmatic and country priorities of the various agencies but also are 
informed by the overarching direction and priorities set by the Presidential Policy Directive on 
Development and Quadrennial Diplomacy and Development Review (QDDR). In particular, 
Secretary Clinton’s cover letter to the 2012 CBJ highlighted priorities related to our support for 
diplomatic and military engagement in key frontline states (Iraq, Afghanistan, and Pakistan); 
Presidential Initiatives in food security, climate change, and global health; as well as 
humanitarian assistance, conflict prevention, and crisis response. 

Within the State and USAID budget, and consistent with the QDDR and Presidential 
Policy Directive on Global Development, we are prioritizing these areas, as well as economic 
growth and democratic governance programming that are essential for reducing long-term 
dependence on foreign aid and increasing sustainability. The FY 2012 budget request provides 
direction on these priorities. 

Question #12 : 

Does the FY12 budget prioritize development programs across the whole of government? 
Answer: 


The President’s FY 2012 Budget Request represents a holistic view of the foreign 
assistance goverranent-wide — it reflects the development priorities of the Administration set by 
the Presidential Policy Directive on Global Development, as well as the priorities of international 
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affairs agencies, including State and USAID as set forth in the Quadrennial Diplomacy and 
Development Review. The budget recognizes that development progress is essential to 
promoting America’s national security and economic interests, as well as our values. Recent 
years have seen a significant increase in cooperation and coordination amongst all agencies as 
evidenced by the coordinated USG effort in the frontline states, and close cooperation to support 
the Presidential Initiatives such as Feed the Future, Global Health, and Global Climate Change 
and operationalized in the President’s budget Agencies are increasingly coordinating their 
efforts, exchanging ideas and best practices, and aligning programs to take advantage of the 
expertise of all Federal agencies. 


Question #13: 

Can we expect this from future budgets, especially given the tight budget environment? 
Answer: 


Coordination and prioritization of resources will continue to increase in future years. A 
key factor to achieving our national security objectives is to unify efforts across the U.S. 
Government. When the work of our international affairs agencies is aligned, it protects 
America’s interests and projects our leadership. Close coordination ensures the most strategic 
use of resources and leverages the expertise of each agency. 

For example, USAID is currently undertaking a shift in strategy design by establishing 
USAID Country Development Cooperation Strategies (CDCS) that align host country partner 
and USG assistance priorities and are developed in close coordination with the State Department 
and our inter-agency partners. There are currently 20 completed or in the process of being 
completed, with another 40 plaimed over the next two years. 


Question #14; 

A recent report entitled Aid for a Purpose by the Center for Global Development argues that the 
U.S. does a poor job of letting development objectives guide resource allocation. It states that 
the U.S. should clearly define and articulate the purposes of aid up front and then devise the 
means and resources needed to achieve the objectives. 

Do you agree with this assessment? 

Is this addressed in the QDDR and the PPD? 

Is USAID’s FY12 budget request consistent with this? 

Answer : 

We are familiar both with the report and its main arguments. USAID policy staff met 
with the author, Connie Veillette, to share similar work produced by USAID over the past 
decade. While we do not agree with every detail in the report, the basic analysis and main 
messages of the report are sound. More generally, analyses of foreign aid since the late 1980’s 
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have commonly cited the difficulty of policy incoherence - numerous, disparate, often 
overlapping goals and objectives that defy strategic budgeting and management. 

The Presidential Policy Directive (PPD) acknowledged this issue, citing successive 
executive and legislative branch priorities that have accumulated over decades. Therefore, 
according to the PPD, the central formulating objective for a new U.S. development policy is to 
identify distinct policy objectives, prioritize among them, and then align resource and attention 
accordingly. It outlined five such policy objectives, while also pointing to three major initiatives 
(food security, global health, and climate change). More generally, the PPD affirms the 
President’s commitment to work with Congress to help establish the way forward on global 
development. 

Similarly, the QDDR emphasizes setting clear priorities and managing for results in 
terms of those priorities. It identifies six specific areas of focus for our development areas — the 
three initiatives mentioned above in addition to economic growth, democracy and governance, 
and humanitarian aid. 

As called for in the QDDR and the PPD, USAID recently committed to work with host 
country and USG international partners to develop Country Development Cooperation Strategies 
for the largest 60 USAID missions overseas. These strategies define a limited number of 
development objectives that articulate how we intend to address the priority development 
challenges facing each host country. The strategies then recommend the resources needed to 
achieve these objectives. 

The FY2012 budget request represents the Agency’s first request since the establishment 
of its policy and budget offices to articulate a budget that is driven by development objectives. 
The FY 2012 request balances difficult trade-offs with a clear-eyed assessment of where we can 
most effectively achieve dramatic, meaningful results for the American people and the 
developing world. USAID’s commitment to addressing the priority development challenges and 
managing for results are evident throughout the request. The $8.7 billion USAID and State 
request for the Global Health and Child Survival account represents the largest portion of 
funding for the President’ s request for foreign operations; the $ 1 . 1 billion we are requesting for 
bilateral agricultural development programs, will help up to 18 million people in up to 20 
countries grow enough food to feed their families and break the grips of hunger and poverty; and 
the $2.9 billion USAID is requesting for its Development Assistance account, will save lives, 
expand global freedom and opportunity and crucially strengthen America’s national and 
economic security through programs that promote economic growth and democracy and good 
governance. 

Along with prioritizing funds to address priority development challenges, the FY 2012 
request illustrates USAID’s commitment to managing for results. USAID has launched a series 
of reforms called USAID Forward. Through these reforms, USAID has developed a new 
evaluation policy that is quickly setting a new standard in our field, and we are requesting $19.7 
million to implement this policy and provide performance evaluations for every major project, 
conducted by independent third parties, not by the implementing parties themselves. USAID is 
fighting vigorously to prevent and respond to fraud, waste and abuse, and to ensure a culture of 
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vigilant oversight. USAID has created a new suspension and debarment task force that will 
provide a coordinated effort to closely monitor, investigate and respond to suspicious activity. 

These reforms are all designed to achieve the same result: to create the conditions where 
our assistance is no longer necessary. The President’s budget request puts this approach into 
practice. It cuts development assistance in at least 20 countries by more than half, including 1 1 
countries where all bilateral Development Assistance has been eliminated. It also terminates 
USAID missions in three countries. 


Question #15A : 

In January 2011, USAID announced a new evaluation policy. What is the status of this and 
when can we expect to see the first evaluations? 

Answer : 

The new evaluation policy sets high standards for learning what does and does not work 
in development and for being transparent in sharing our findings. The standards outlined in the 
policy have energized USAID staff, and USAID officers around the world have volunteered their 
time and energy to resolve challenges and seize opportunities in the translation of this policy into 
action. During this first year of policy implementation, USAID will listen to its staff and partners 
to adjust the policy requirements to on-the-ground conditions, while maintaining high 
expectations for the quality, use, and dissemination of evaluation findings. 

Currently, evaluations are being designed that meet the policy requirements. The first 
evaluations to be designed, conducted and completed under the new policy are expected in 2012. 
Over the next few years, USAID expects strengthened evaluation practice to contribute to 
evidence-based decisions and development projects that are more effectively designed and 
managed. This will be done in coordination with the other USAID reforms, including 
procurement and implementation reform, and revitalized project design. 


Question #15B : 

What mechanisms are in place at USAID to ensure that lessons learned from the evaluation 
process are adopted and implemented and done so in a timely fashion? 

Answer : 

USAID’s new evaluation policy sets high standards for the transparency and 
dissemination of evaluation findings, ensuring evaluation findings are taken seriously, and 
recommendations are implemented in a timely fashion. Although the evaluation policy is still 
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very new, USAID is working to build mechanisms that will ensure that evaluation findings are 
applied in the field. 

Promoting the transparent and public dissemination of evaluation findings is a priority for 
USAID. To facilitate this, the Agency is working to develop detailed guidance as a companion to 
the evaluation policy to govern public disclosure of completed evaluation reports and the 
primary data that is collected to inform those reports. USAID will make use of online platforms 
to share data and evaluation findings internally and with the public. Conferences, evidence 
summits, and other public events will also highlight key findings. 

In addition, USAID’s new Country Development Cooperation Strategies (CDCS) identify 
how evaluations and other research, whether conducted by USAID or external organizations, 
inform the analysis and selection of strategic program priorities. To ensure learning from our 
programs as they are being implemented, strategies also must identify future priority evaluation 
questions, illustrative indicators for measuring progress towards specific development objectives, 
and opportunities for impact evaluations. In addition, new guidance on project design is being 
finalized, which - in concert with the CDCS and the evaluation policy - emphasizes the 
integration of evaluation with project design, and the explicit link between project evaluations 
and decision-making. 

These steps represent the beginning of USAID’s efforts to transform into a true learning 
organization. Stemming from the evaluation policy, over the next several years, the Agency will 
develop a systematic knowledge management process to enhance program effectiveness, 


Question #16 : 

Since there has been a measurable impact on the reduction of TB, what consequences do you 
anticipate if USAID does not continue to support the fight to combat TB in Georgia, particularly 
MDR? 

Answer : 

We do not anticipate significant consequences if USAID does not continue to 
support the fight to combat TB in Georgia because the national system is in place and 
functioning for detection and treatment, and the funds from the Global Fund will support a 
country-wide scope to address the needs of both civilian and penitentiary sectors. 

• With 1 1 6 TB cases per 1 00,000 people, Georgia has the 1 0'*’ highest TB prevalence rate 
in the WHO European Region, and the 22 "^ highest MDR TB burden in the 

world. However, Georgia is not one of the 22 highest burden countries, most of which are 
in Africa and South East-Asia, that account for approximately 80 percent of the world’s 
TB burden. 

• Substantial progress has been achieved in TB control in Georgia over the last decade. 
Intensified case finding, optimization of the laboratory network and improved quality of 
laboratory performance have led Georgia to exceed the WHO target for case detection - 
increasing from 26 percent 1990 to virtually 100 percent in 2009. Visible progress has 
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also been witnessed in TB case management. The treatment success rate in new smear 
positive cases has gradually increased, and the default rate has been decreasing steadily. 
Nationally, the treatment success rate has improved from 58 percent in 1995 to 73 
percent in 2008. 

• USAID support also helped Georgia create more than 140 DOTS spots — special TB 
outpatient centers located inside of the general urban outpatient clinics. Placing TB 
outpatient treatment in general polyclinics helped patients avoid the social stigma 
associated with having TB and improves their willingness to complete the full course of 
treatment. As a result, in the capital of Tbilisi, the clinics reduced treatment defaults from 
23 percent in 2003 to 9 percent in 2008. With lowered treatment default rates, the risk of 
further development of MDR and XDR-TB has decreased. 

• The NTP now provides universal access to diagnosis and treatment of drug-resistant TB 
cases. As of September 2009, the NTP achieved full coverage for all MDR patients in 
need. The NTP aims to further sustain this universal coverage of treatment of drug- 
resistant TB cases in the country. 

• Georgia was recently approved for a Round 10 Global Fund TB grant of $10.8 million 
over 5 years, bringing the total of Global Fund grants for TB in Georgia to $35 million. 
With systems in place as a result of sustained USAID support, successful implementation 
of the Global Fund grant should be possible. 


Question #17 : 

If funding for TB in Georgia is removed, how will USAID ensure the sustainability of the 
progress made to date? 

Answer : 

USAID is developing a set of key activities that will take place between now and phase- 
out to ensure sustainability of USAID contributions to the Georgia TB program. This includes 
an assessment to identify key activities that should be addressed in the coming years, increased 
mentoring support to the National TB Program Manager, and a coordinated phase-out with key 
donors, including the Global Fund, 


Question #18 : 

Has USAID factored the needs of the Shida Kartli population, specifically treatment of 
children and women, into its 2012 budget request? 


Answer : 

USAID/ Georgia has previously and continues to address the needs of vulnerable women 
and children in the Shida Kartli region. Funding from the $1 billion pledge will carry forward 
into FY 2012 major existing projects that benefit the Shida Kartli population, including housing 
for displaced people and the New Economic Opportunities program which is specifically 
targeted to economically disadvantaged groups. In 2010, under the “Initiatives for Protecting 
Women and Girls’ Health and for Prevention of Diseases” project, the Women and Development 
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organization worked with women and girls in Shida Kartli and Gori to raise awareness about 
health issues. The three-vear ('2009-2012'i “Women’s Economic Independence in Post-conflict 
Zone and Remote Regions of Georgia” activity is helping rural women develop business skills 
and start their own businesses. It uses an intensive approach that involves sharing experiences, 
building on best practices in developing business skills, assisting women in elaborating 
profitable business plans, and encouraging and supporting women to accomplish the proposed 
business ideas by providing financial resources in the form of a small grants competition for 
women who had been trained through the program. This innovative set of training courses and 
small grants is provided for internally displaced women in the Shida Kartli region (Megvrekisi, 
Pkhvenisi, Nikozi, Tirdznisi, Brotsleti, Kvemo Khviti, Ergneti, Mereti, Verkhvebi, Sakhasheti, 
Kitsnisi, Shertuli, Arbo, Dvani, Ruisi, Gogeti, Plevi, Akhalsopeli, and Mokhisi) as well as for 
women residing in remote regions of Georgia, including northern Kakheti and mountainous 
Imereti and Racha. In FY 2012, USAID activities in Shidla Kartli will include HIV-AIDS 
prevention, TB Prevention, the NEO project and other broader programs, such as the planned 
primary education project in Shida Kartli. 
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Questions for the Record Submitted to 
Administrator Rajiv Shah by 
Representative Frank R. Wolf 
Subcommittee on State, Foreign Operations 
Committee on Appropriations 
March 30, 2011 


Question #1 : 

USAID's reported expenditures for infrastructure projects place them among your largest 
programs. We all know the impact buildings, transportation, communications, water (drinking, 
storm flow control, and sewage), and other infrastructure have on successful health, economic, 
education, food and agriculture and other such initiatives in developing and even developed 
nations. With budgets tight the need to spend wisely is evident. 

What is USAID doing to ensure that infrastructure projects are integrated and optimized 
across the varying initiatives in a country to achieve efficient and effective results that take 
advantage of mutual needs and avoid piecemeal efforts? 

Answer : 

There is a growing awareness within the Agency of the fundamental importance of 
infrastructure as a basic building block for achieving our objectives, including the goals of the 
Agency’s Feed the Future, Global Health, and Global Climate Change Initiatives. In addition to 
supporting the Agency’s Initiatives, USAID’s direct investment in construction projects is a key 
element of USAID’s development programs in the four critical priority countries (Iraq, 
Afghanistan, Sudan, and Pakistan) as well as in post-disaster situations such as Haiti. 

USAID recently completed a preliminary, informal analysis to attempt to quantify 
USAID’s direct investments in infrastructure construction (e.g. of schools, health clinics and 
hospitals, roads and bridges, electricity, water and sanitation, and public buildings). Because 
these capital project investments are funded from different accounts (DA, PEPFAR), are 
executed as components under a variety of acquisition and assistance contracts, and are 
allocated to different strategic objectives, it is not an easy task to the extract data required to 
determine what USAID is investing in infrastructure throughout the Agency. However, based on 
a preliminary analysis, in FY 20 1 0 USAID invested at least $1.2 billion alone in infrastructure 
construction projects. This figure does not include complementary USAID infrastructure 
investments including technical assistance, policy reform, corporate governance, and 
organizational capacity building which are required to ensure sustainable operation and 
maintenance of these infrastructure investments. 

We share your interest in integrating infrastructure into the Agency’s development 
programming early and throughout the life of implementation of all country and regional 
strategies that are based on the availability and sustainability of infrastructure services. 

In order to improve the Agency’s capacity to manage infrastructure construction projects, 
several steps have been taken to bolster field capacity. First, in terms of training, USAID 
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sponsors an annual Infrastructure Workshop for engineers, private sector enterprise officers, 
health officers, environment officers, and other Agency staff who are managing infrastructure 
programs. This workshop is helping promote a more integrated approach to implementation of 
Agency programs and initiatives. Second, USAID has also begun to rebuild its field engineering 
capability to ensure adequate oversight, coordination, and management of mission-based 
construction related infrastructure programs. Seven new Foreign Service Officer engineers, 
hired under the Development Leadership Initiative, have been deployed to the field so far with 
another eleven engineers going to post in the coming year. Of these 18 engineers, more than half 
are junior officers. Many of these officers are being posted to regional missions where they will 
provide engineering management to a number of field missions. Third, USAID has also 
conducted an inventory of all engineers who are working in the field. This inventory covers all 
Persona! Services Contractor, Third Country National, Foreign Service National and U.S. 
Director Hire engineers. This inventory should help the Agency determine whether a sufficient 
number of qualified staff with an engineering background is assigned to posts undertaking 
infrastructure construction projects. 

Agency direct-hire engineers help to design and implement Mission construction projects 
across many countries and across all sectors, and are an important link in promoting synergies 
between sectors and Initiatives. By sharing lessons learned about best practices and by 
improving the Agency’s capacity to evaluate current and design better projects in the future, 
USAID’s overall infrastructure program will be strengthened. 


Question U2 : 

What steps is your agency taking to maximize the use of American engineering firms in the 
delivery of U.S. taxpayer funded infrastructure projects in developing nations? 

Engineering performed by highly qualified professionals is essential to achieve safe, functional, 
sustainable, and resilient infrastructure, while controlling construction and operating costs for the 
completed projects. 1 am concerned that USAID may be funding infrastructure projects utilizing 
entities, including non-governmental organizations, that are not qualified to handle sophisticated 
engineering design. Americans deserve to know their tax dollars are being invested in successful 
projects that are a lasting example of U.S. capabilities and commitment to receiving nations. 

What is being done to put more American firms to work? 


Answer : 

USAID agrees that appropriate architecture and engineering design is absolutely 
necessary for our infrastructure projects, and is fully cognizant of the Brooks Act, which requires 
that all architecture and engineering services obtained with USG funds must be certified as being 
obtained from qualified firms and organizations. The Agency also recognizes the requirements 
in the Foreign Assistance Act whereby the Agency must obtain a valid cost estimate for (capital) 
expenditures over $500,000 and that such estimates would necessarily involve access to properly 
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completed design documents. USAID is committed to ensuring appropriate design, quality 
control, and quality assurance in its infrastructure programming. The Agency is working to 
remedy vulnerabilities to ensure that construction and operating costs for the completed projects 
are controlled and that infrastructure construction and oversight is only implemented by qualified 
and certified contractors. 

For example, through its Architecture & Engineering Indefinite Quantity Contract (IQC), 
which was signed in 2008, USAID has awarded approximately $160 million in contracts to date 
to the five American architecture and engineering firms under this IQC. Many additional task 
orders are in various stages of procurement under this IQC. USAID funding is primarily 
channeled to USAID field missions, and they have awarded numerous infrastructure technical 
assistance contracts to U.S. companies through other Agency IQCs including the Water, Energy 
II, and SUM II IQCs. 

In line with “USAID Forward” and the Agency’s commitment to procurement reform, 
USAID is also supporting increased competition by reducing the Agency’s reliance on IQCs. 
Through the use of full and open competition rather than IQCs, USAID is creating greater 
opportunities for American firms, including small businesses. In addition to aiming to increase 
competition, USAID aims to enhance local capacity and do more of our work directly through 
our host country partners. To ensure that such programs are well implemented, USAID has also 
developed draft guidance for its field officers on how to appropriately utilize and design Fixed 
Amount Reimbursable Agreements (FARA), emphasizing the importance of quality design and 
focused management oversight when host country contracting is implemented. 

As part of this overall effort, USAID has been working in close collaboration with the 
American Council of Engineering Companies (ACEC) and the American Society of Civil 
Engineers (ASCE) to identify approaches to improve infrastructure programming. All of these 
activities explicitly recognize two objectives: (1) to raise the level of understanding of all of the 
Agency’s field staff on the importance of using appropriately qualified infrastructure, 
architecture, engineering services, and construction organizations, and (2) to reduce any of the 
Agency’s potential infrastructure related procurement vulnerabilities while simultaneously 
measurably improving the safety, quality, sustainability, and cost effectiveness of current and 
future infrastructure programing. 


Question #3 : 

USAID’s Web site indicates that the agency is “pivoting our existing portfolio of 36 democracy 
programs implemented by Egyptian, U.S. and international organizations to support the new 
opportunity” in Egypt. 

As you reassess your priorities in Egypt, what steps is USAID taking to ensure that Egypt’s 
ancient Coptic Christian community is fully integrated into the political process and that 
their basic human rights are protected under any new government? 
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Answer : 

USAID works to ensure that our assistance broadly supports a diverse range of 
Egyptians, including the Christian minority community. The puipose of USAID programs is 
always secular, and neither the principal nor primary effect of these programs advances or 
inhibits religion or promotes one set of religious views over another. While USG assistance is 
not directed along religious/sectarian lines, many USAID programs benefit the Christian 
minority population. 

The USG believes that preserving Egypt’s Christian minority population is vital to 
maintaining the country’s commitment to a robust and inclusive democracy. Through its normal 
program support, USAID/Egypt has historically covered areas that include Coptic populations in 
Upper Egypt with health, family planning, and education programs. 

Examples: 

• For the parliamentary election process in 2010, USAID supported programs by Egyptian 
organizations that focused on increasing the political participation and representation of 
historically underrepresented groups, such as Coptic Christians, youth and women, in the 
parliament, USAID is planning to support a similar program for the upcoming 
parliamentary elections. 

• USAID supports programs of Egyptian NGOs related to religious tolerance. Such 
activities engage every aspect of the Egyptian community to increase public awareness of 
religious and social tolerance. 

o One example is the Forum for Intercultural Dialogue to promote citizenship, 
tolerance, and respect for diversity among key Egyptian stakeholders, including 
religious leaders. 

Another program in Cairo strengthens the foundation for civic and political participation 
among marginalized youth and fosters a culture of religious tolerance among local decision 
makers in local communities. 
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Questions for the Record Submitted to 
Administrator Rajiv Shah by 
Representative Diaz-Balart 
Subcommittee on State, Foreign Operations 
Committee on Appropriations 
March 30, 2011 


Onestlon #1: 

With respect to Cyprus, the United States’ policy has been to support a Cyprus settlement, under 
the auspices of the United Nations, based on a bi-communal, bi-zonal federation with a single 
sovereignty and international personality and a single citizenship, with its independence and 
territorial integrity safeguarded, and comprising two politically equal communities as provided 
by the relevant United Nations Security Council Resolutions. The President’s budget proposal 
typically recognizes the reunification of Cyprus as an opportunity to advance U.S. interests in the 
region. 

Can you please provide a detailed accounting of programs supported by ESF funds on the 
island, for the past five years, including the recipients of funds for each year, the uses to 
which those funds have been put, and the role of those funds in helping achieve the 
reunification of Cyprus? 

Answer : 

A summary of the most recent USAID/Cyprus programs is provided in the Attachment. 

It includes the grantees/contractors, the period of performance, a brief description of the role of 
the funding in achieving reunification, as well as the funding amounts by fiscal year. It also 
provides details for each of the programs, including grantee/contractor websites where available. 

All of USAID/Cyprus' programs are in accord with the Congressional mandate that ESF 
funds for Cyprus “be used only for scholarships, administrative support of the scholarship 
program, bicommunal projects, and measures aimed at reunification of the island and designed to 
reduce tensions and promote peace and cooperation between the two communities on Cyprus.” 

With reference to the Attachment, the majority of USAID/Cyprus funding has been 
obligated to the Action for Cooperation and Trust (ACT) Program, where Greek Cypriot and 
Turkish Cypriot non-governmental organizations (NGOs) work together on issues of common 
concern to promote peace and reconciliation in Cyprus. Fxmding has also been obligated to three 
programs - Economic Development and Growth for Enterprises (EDGE), Supporting Activities 
that Value the Environment (SAVE) and Promoting Private Sector Development (PPSD) - that 
aid the island's reunification by mitigating the disparities that complicate relations between the 
two sides. For example, EDGE and PPSD have worked to hasten the implementation of 
international standards and business practices, in part through activities that bring the Cyprus 
Chamber of Commerce and Industry and the Turkish Cypriot Chamber of Commerce together. 
The Chambers recognize that, in the long run, Cypriot businesses can be far more competitive, 
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and a settlement more economically viable, if they work collaboratively. Thanks in part to the 
efforts of EDGE and PPSD, trade across the Green Line is now easier and more commonplace. 


Attachment: 

1 - USAID/Cyprus Programs, 2006-Present 
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Questions for tbe Record Submitted to 
Administrator Rajiv Shah by 
Representative Diaz-Balart 
Subcommittee on State, Foreign Operations 
Committee on Appropriations 
March 30, 2011 


Question #2: 

Since 1993, Congress has appropriated Economic Support Funds to Cyprus for reunification of 
the island and restricted the funds “to be used only for scholarships, administrative support of the 
scholarship program, bicommunal projects, and measures aimed at reunification of the island and 
designed to reduce tensions and promote peace and cooperation between the two communities on 
Cyprus.” It is my understanding that scholarships are the only specific project directed by 
Congress to carry out the Cyprus ESF program, yet there is a lack of specific information 
published on the scholarship program there. 

I understand that the Cyprus Fulbright Commission administers these scholarships and 
that they are evenly distributed among the Greek Cypriot community and the Turkish 
Cypriot Community. Can you explain why these scholarships are evenly divided when 
Greek Cypriots represent about 80 percent of the island’s population and Turkish Cypriots 
represent about 20 percent? 

Answer : 

The Cyprus-America Scholarship Program (CASP) was established in 1981 under a 
bilateral agreement between the Government of the United States and the Government of 
Cyprus. CASP is funded by the United States Agency for International Development (USAID) 
through a transfer of funds to the Bureau of Educational and Cultural Affairs (ECA) of the 
United States Department of State. ECA in turn enters into a Cooperative Agreement with the 
Cyprus Fulbright Commission, which administers CASP within Cyprus. Since 1981 , CASP has 
brought thousands of Greek-Cypriot and Turkish-Cypriot students and professionals to the 
United States for degree programs and specialized training in fields that are vital to Cyprus; 
CASP seeks to promote improved communication, confidence, and trust between Greek-Cypriots 
and Turkish-Cypriots through bicommunal activities. 

The Cyprus Fulbright Commission is governed by a binational Board; half the members 
are appointed by the U.S. Ambassador to Cyprus, and half are appointed by the Government of 
Cyprus. The Commission administers its award programs on the basis of merit; they are open to 
all Cypriots irrespective of which community they come from. While there are no pre-set ratios 
or quotas, the Fulbright Commission does strive to attract applicants from both communities. 

The Fulbright Commission does not keep records for Cyprus based on ethnicity. 
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Questions for the Record Submitted to 
Administrator Rajiv Shah by 
The Honorable Steve Austria 
Subcommittee on State, Foreign Operations 
Committee on Appropriations 
March 30, 2011 


Question #1: 

Does USAID currently have any policy, guidelines, rules, etc. that would prohibit funding 
to be used for surgery or general surgery, such as cleft lip/cleft palate surgery? If so, can 
you please explain? 

Answer : 

USAID does not have any policies, guidelines or rules that specifically prohibit funding 
for surgery or general surgery. In fact, select USAID programs include activities such as 
cesarean section, obstetrical fistula repair, and male circumcision. However, USAID health 
programs and activities generally do not include surgery because the Global Health Initiative is 
specifically designed to deliver results in the most efficient manner possible - thereby, achieving 
the widest impact with the least amount of funds. 


Question #2: 

What are USAID’s procedures with regard to Congressional report language? How does 
USAID ensure that it is following Congre.ssional intent? 

Answer: 


USAID reviews report language as part of our analyses of legislative text. This is done 
for both newly enacted provisions of law and longstanding legislation. We also refer to 
Congressional report language accompanying appropriations legislation as a guide when making 
budget allocation decisions, as well as decisions on program implementation. USAID also views 
working with Congress as a partnership and a joint effort to deliver world class assistance while 
using precious taxpayer dollars as efficiently and effectively as possible. In that regard, we make 
every effort to work collaboratively with our Congressional oversight committees in an open and 
transparent fashion. 
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Question #3: 

i think we all agree that cuts to the federal budget are necessary - especially when we are 
running trillion dollar deficits and borrowing 40 cents on every dollar the federal government 
spends. 

One of the first places the American people want us to look for cuts is in the State, Foreign 
Operations budget. Many polls indicated that the American people think that foreign aid 
comprises 20 to 25 percent of the federal budget, when in reality it is less than 1 ,5 percent of the 
federal budget. But still - to get our fiscal house in order - we have to start somewhere. 

That being said, why should Americans support funding for USAID and its programs? 
And, what message would you have for my constituents who call, email, and write about 
the need for us to cut our foreign aid budget? 

Answer: 


Beginning in 2002, three successive National Security Strategies have recognized 
development as a cornerstone of our national security, along with defense and diplomacy. This 
represented a very painful and costly “lesson-learned”, following the 2001 terrorist attacks that 
involved countries (Afghanistan, Pakistan) from which we largely withdrew during the 
seemingly secure 1990’s, More generally, our international disengagement during the mid and 
late 1990’s - including a greatly weakened foreign aid program and the abolition of the U,S, 
Information Agency - put us in a vulnerable and unfavorable position for countering terrorism 
and radical extremism. 

As acknowledged in recent National Security Strategies under both Republican and 
Democratic administrations, foreign aid represents an investment in U.S, national security, one 
which can forestall much higher expenditures down the road. Indeed, the Secretary of Defense 
has argued convincingly that we need to redress the huge imbalance in our security investments 
through greater support for development and foreign aid. 

Foreign aid - if wisely and strategically managed - represents a sound long-term 
investment in our national security. Most developing countries that have been major aid 
recipients have made substantial development progress, A significant number of these countries 
have graduated from dependence on development assistance, and some have become aid donors. 
These countries tend to be our allies. They are also the most rapidly expanding markets for our 
exports. The countries that represent the greatest and costliest threats are mainly those where 
development progress and development cooperation have been limited, at best. 
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Question #4: 

In the past, USAID has signed large contracts and grants with the same organizations who 
have partnered over and over with USAID. This has made it extremely difficult for new 
organizations - who are doing great work - to partner with USAID. What is USAID doing 
to make sure there is a fair, merit-based process that will allow for the equitable 
distribution of USAID discretionary grants? Does this process take into account smaller 
organizations that are doing good work, but may not have the grant writing resources that 
many larger organizations have? 

Answer : 

Through our Quadrennial Diplomacy and Development Review and our USAID Forward 
initiatives, USAID has explored how to best address concerns such as these. USAID is 
committed to expanding its implementing partner base. We recognize that the complexity of our 
activities and the challenges of coming forward with a competitively successful proposal can 
make it difficult for organizations with no prior experience working on development programs or 
in unstable overseas environments to win an overseas development award. 

From a competition perspective, our figures show that the vast majority of USAID funds 
are competitively awarded (approximately 90 percent, according to recent FY 201 1 figures). In 
fact, during FY 2010, 61 percent of USAID’s total obligations of $18.8 billion were made to 
entities other than the 20 largest recipients. Despite these solid records on competition, USAID 
recognizes that often the same partners have the past performance, experience, and other 
qualifications needed to be successful competitors in the award process. 

USAID reaches out to non-governmental organizations (NGOs) and other partners 
through its Center for Faith Based and Community Initiatives and the Office of Small and 
Disadvantaged Business Utilization. We hold periodic workshops and conferences for a broad 
spectrum of those interested in learning how to do business with USAID, including diaspora 
groups throughout the United States. 

In 2010, the Agency also established the Board for Acquisition and Assistance Reform to 
review the Agency’s largest grants and contracts with a view toward increasing the participation 
of more NOOs and small businesses and allowing for more competitive opportunities for all 
implementation partners — including those who have not worked with USAID in the past. 

Further, we are actively increasing opportunities for small businesses to be involved in all of our 
programs by introducing a requirement that all contractors’ proposals will be evaluated, in part, 
on their plans to use small businesses as subcontractors. 

Additional efforts to work with new and various partners through grants or contracts are 
underway through our USAID Forward: Implementation and Procurement Reform objectives. 
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Question #5: 

Does the USAID grant award process treat faith-based and secular organizations the 
same? 

Answer : 

USAID welcomes applications for grants from both faith-based and secular 
organizations. USAID uses neutral, standards in reviewing applications to determine the 
applicant that can best further USAID’s development objectives. In addition, the Center for 
Faith-Based and Community Initiatives serves as a liaison office for faith-based and other 
community organizations, connecting groups with relevant points of contact at USAID and 
informing groups of various partnership opportunities on a range of development challenges. 

For more than 30 years, USAID has successfully worked with faith-based groups in 
furthering the secular purpose of the U.S. Government’s foreign assistance program. Faith-based 
organizations are valuable and effective partners due to their credibility and ability to 
communicate with the communities they serve. Such organizations are well-positioned to 
provide assistance and services through their extensive networks that reach even the most remote 
areas. This is the case whether faith-based organizations are furthering the goals of USAID in 
rebuilding communities or in promoting global health. 

As with all of USAID's partnerships, it is USAID’s priority to ensure that federal funds 
are expended in accordance with all applicable legal and regulatory requirements. These 
requirements include restrictions on the use of federal funds for explicitly religious activities, 
such as worship, religious instruction, or proselytization. On the other hand, faith-based 
organizations may offer privately-funded religious activities to those being served by U.S. 
Government-funded programs so long as religious activities or program elements are offered at a 
separate time or location from federally-supported activities. In addition, such religious 
activities must be voluntary for beneficiaries of the federally-supported activities. 



Wednesday, March 9, 2011. 


FY 2012 BUDGET REQUEST FOR DEPARTMENT OF 
TREASURY INTERNATIONAL PROGRAMS 

WITNESS 

HON. TIMOTHY GEITHNER, SECRETARY, DEPARTMENT OF TREASURY 

Opening Statement oe Chairwoman Granger 

Ms. Granger. The Subcommittee on State, Foreign Operations, 
and Related Programs will come to order. 

I would like to welcome Secretary Geithner and thank him for 
appearing before the subcommittee today to discuss the fiscal year 
2012 request for the Department of Treasury’s international pro- 
grams. Additionally, I would like to hear about the current status 
of the International Monetary Fund, given the large level of fund- 
ing approved by the Congress 2 years ago. 

Secretary Geithner, I know Treasury’s international programs 
are ones you worked on for many years before becoming Secretary. 
I hope you will provide the committee with your insight so we can 
better understand this large request for fiscal year 2012. 

The President’s budget includes $3.4 billion for Treasury’s inter- 
national affairs programs, which is $1.2 billion, or 58 percent, over 
the enacted 2010 levels. I would also like to highlight that this is 
more than a doubling of funds since 2009, and more than a 150 
percent increase since 2008. All of these funds are contributions to 
international financial institutions, with the exception of the Treas- 
ury technical assistance and bilateral debt relief programs. 

Last year, I asked that you justify the need for such a large in- 
crease for multilateral assistance during an economic crisis here at 
home. 

This year, the fiscal situation is even more dire. The United 
States is facing record budget deficits. The President’s fiscal com- 
mission released its report calling for freezing or cutting discre- 
tionary spending. I know I don’t have to remind you that we are 
all facing a veiy different budget situation than last year. 

Support for increases to the multilateral development banks was 
already in doubt before this budget was formulated. Now this ad- 
ministration is requesting almost $2 billion in appropriations and 
putting the U.S. taxpayer on the hook for another $40 billion in po- 
tential liabilities. 

Mr. Secretary, this committee never consented to these capital 
increases. Authorization bills are needed for each bank, spelling 
out specific reforms and possibly withholding funds until reforms 
are met. I can’t support writing a blank check to these institutions, 
and we talked about that earlier. 

Large multi-year capital increases and other global commitments 
will be extremely difficult to justify without convincing evidence 
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that taxpayer dollars will be used in a more effective and trans- 
parent manner than they have been in the past. 

Mr. Secretary, I can predict that this subcommittee will face very 
difficult choices this year. We will have to look at each request to 
determine what is critical to our national security. We must 
prioritize spending by looking at what works, what is good over- 
sight, and what is not duplicated elsewhere. I urge you to approach 
the subcommittee with your request in that context today and as 
the year progresses. 

Finally, I want to mention the unique role the Treasury Depart- 
ment plays in U.S. foreign policy. Your work to administer sanc- 
tions against countries like Iran and Libya and to track terrorist 
financing is critical. Members will want to hear your comments on 
these important matters, I am sure. 

Thank you, and I look forward to your testimony. 

After the esteemed ranking member, Mrs. Lowey, gives her re- 
marks, I will call on Chairman Rogers, if he is here, or Ranking 
Member Dicks, if they have a statement. Then I will call on Mem- 
bers, based on seniority and who was in attendance when the hear- 
ing was called to order. I will alternate between majority and mi- 
nority, and I ask that each Member keep their questions to 5 min- 
utes. 

And I will now turn to Mrs. Lowey. 

Mrs. Lowey. Thank you. 

Secretary Geithner, I join Chairwoman Granger in welcoming 
you, my former constituent, to discuss the President’s request for 
the Treasury Department’s international programs. 

Thirty years ago. President Reagan affirmed that international 
financial institutions, and I quote, “have contributed enormously to 
the spread of hope of a better life throughout the world community. 
They have been inspired by the ideal of a far better world in which 
economic growth and development would spread to all parts of the 
globe. For more than three decades, they have worked toward these 
goals and contributed to results that are now clearly visible to all.” 

Those words still hold true today. Multilateral development 
banks reflect our fundamental values, and support our economic in- 
terests by lowering trade and investment barriers, supporting pri- 
vate sector growth, opening the markets of tomorrow, and giving 
people a chance to succeed. Over the past decade, the World Bank 
has built over 73,000 miles of roads, constructed and renovated 
23,000 health facilities, saved 13 million lives, immunized 310 mil- 
lion children, provided water to 177 million people, brought better 
education to over 100 million children each year, and established 
more transparent and open systems to fight corruption and build 
strong government institutions in developing countries. 

These investments both alleviate suffering and play a vital role 
in helping countries to build trade capacity and become reliable 
economic partners. I am pleased the President requested $3.4 bil- 
lion for international financial institutions, climate change funds, 
food security initiatives, debt relief, and technical assistance. This 
request is an acknowledgment of the importance of these institu- 
tions in promoting economic growth and stability and protecting 
our national security interests. 
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The continuing resolution recently passed by the House, on the 
other hand, cut their funding to fiscal year 2008 levels. I hope you 
will share with us what these substantial cuts would mean for eco- 
nomic growth, infrastructure development, healthcare, education, 
as well as the impact on frontline countries such as Pakistan and 
Afghanistan. In addition, your insight on the impact of scaling back 
the U.S. contribution to these institutions on our ability to influ- 
ence lending decisions would be helpful. 

The CR also contained significant cuts to the international funds 
that address climate change and the environment, as well as to the 
Treasury Department’s technical assistance and debt restructuring 
budgets. I hope you can describe the effect these cuts will have on 
developing countries and, in turn, on the United States. 

While I continue to support the work of the World Bank, I re- 
main troubled by the bank’s interaction with Iran. I would like to 
hear details about the Treasury Department’s efforts to prevent 
loans to Iran and to ensure that the bank complies with the United 
Nations sanctions. The World Bank group simply cannot reengage 
with Iran if it is to maintain credibility and future U.S. support. 

In these tough economic times, international financial institu- 
tions and multilateral development funds seem like an easy target 
for budget cuts. But by supporting emerging economies, addressing 
widespread health and education challenges, and building infra- 
structure, we are creating business opportunities for American 
companies. These programs are directly related to our primary 
focus of creating jobs and should not be on the chopping block. 

Thank you again for your service. I look forward to your testi- 
mony. 

Ms. Granger. Mr. Secretary, please feel free to summarize your 
remarks. Without objection, your full statement will be submitted 
for the record. 

Opening Statement of Secretary Geithner 

Secretary Geithner. Thank you. Chairwoman Granger, Ranking 
Member Lowey, Members of the committee. 

I know this is a heavy lift. At a time when we have unemploy- 
ment above 9 percent, I think about 1 in 8 Americans on food 
stamps, an economy still living with the scars of the damage 
caused by the crisis, this is a hard case to make. I want to say I 
appreciate the difficulty of it, and I appreciate the care and atten- 
tion you are giving to these issues. 

I appreciate. Madam Chairman, the attention you have given 
and will continue to give to the importance of the conditions we at- 
tach to our investments in these institutions, because we all have 
an obligation in making sure, as you do, across the board, that 
every dollar we ask the American taxpayer to put up in invest- 
ments has the highest possible impact on returns. 

Let me just summarize the basic cases as quickly as I can. I 
would be happy to take your questions. 

But I want to begin, as I did in my written statement, with just 
an example from 20 years ago. A little more than 20 years ago. 
Secretary James Baker came before this committee and requested 
both a general capital increase for the World Bank and replenish- 
ment of the International Development Association, IDA. And like 
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now, that request came at a very difficult time, a very difficult 
budget environment. 

But let me just quote what he said then. He said, “If we fail to 
support our own programs and ignore or delay meeting our inter- 
national commitments, the damage to U.S. national and economic 
security may be vast.” And he added, “That harm will not be easily 
undone.” 

Now most people tend to think of these institutions in terms of 
their humanitarian mission — fighting disease, fighting poverty, the 
broad development imperative — and that is right. And you are 
right to draw attention to that. But you also need to think of these 
institutions as a vital part of any effective American strategy in 
protecting our national security interests and expanding opportuni- 
ties for American businesses. 

Secretary Gates has spoken eloquently of this challenge, as has 
General Petraeus. I think the simplest way to say it is where 
American soldiers are now engaged in combat, our ability to get 
those governments to take on more responsibility for their own se- 
curity will depend on their success in creating a functioning econ- 
omy that can generate not just opportunities for their citizens, but 
the resources they need to defend their security. And that requires 
institutions that can establish and enforce the rule of law, protect 
property rights, allow businesses to function, provide education, et 
cetera. 

So, as you think about the humanitarian imperative, remember 
the national security imperative and remember that these institu- 
tions are some of the most effective ways we have available to ad- 
vance that core American interest. 

But it is also important to recognize that these institutions are 
among, and have been over time, among the most effective export 
programs we have. They have been as instrumental in reducing 
trade barriers and providing a more level playing field, creating op- 
portunities for American businesses, as the trade agreements we 
have negotiated. 

Congress is going to have the opportunity to vote on a very pow- 
erful trade agreement with Korea and other countries in the com- 
ing months. But remember, these institutions, the World Bank and 
others, have played an enormously effective role and in the future 
will play an enormously effective role in making sure that U.S. 
companies have more opportunities in these markets. 

Now, as you know, of course, like in the United States, govern- 
ments around the world are reducing spending and reducing defi- 
cits. This is necessary, and it is difficult. It is hard. But the real 
challenge is designing ways to reduce deficits that do not under- 
mine our economic and our national security interests. 

The real challenge in shaping effective deficit reduction strate- 
gies is how to do that and preserve critical investments in things 
that have the greatest impact on our core interests as a country. 
I want you to just take a moment and look to the example you have 
in what the conservative governments in the United Kingdom and 
Germany, just to cite two examples, are doing. 

Again, just an example. In the United Kingdom, that government 
proposed to cut their deficit by 8 percentage points as a share of 
GDP over the coming years and at the same time to increase the 
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investments they make in foreign assistance by about 50 percent. 
And they do that from a base that is already three times, relative 
to the size of their economy, that we provide in the United States. 

Germany as well — ^very ambitious program for bringing fiscal re- 
sponsibility, making sure they are living within their means — is 
also proposing to maintain and in some ways increase their foreign 
assistance investments. They are doing that for the same reason 
that we have to be careful in doing that, because we live in a dan- 
gerous world. 

The world is not standing still. Other countries, like China, are 
ready to fill any vacuum left by a receding America. And we have 
to take a very careful look when we are going to cut back on things 
like this to make sure we are not undermining our core interests. 

Now these institutions are not perfect. They have made mistakes 
in the past, and I am sure they will make mistakes in the future. 
But they are the most cost effective and are much better at results 
than almost any of the other development programs out there. 
They have a much greater impact on bringing about reforms in re- 
ducing corruption, improving transparency, and bettering property 
rights than we are able to do on our own in many cases. 

Now we are the United States, and we meet our obligations. We 
meet our commitments. And of course, this budget request includes 
commitments made by our predecessors and by your predecessors. 
If we fall behind on those commitments, we will lose influence, and 
we will deprive the institutions of the resources they need to carry 
out things that are critically important to Americans. 

Again, if we limit the resources available to the World Bank and 
these institutions, we will leave many governments with no choice 
but to turn to countries like China, who will tie their loans to con- 
ditions that help advance Chinese commercial interests rather than 
the broader interests we face and we enjoy with a more level play- 
ing field. 

I know many of you have the experience of traveling in Asia, Af- 
rica, and Latin America, if you watch carefully what is happening 
there, you are seeing a dramatic expansion in the scale and scope 
of activity on the development side by countries like China. 

The world is watching our budget debate in the United States 
not just to see whether Washington is going to find a way on a bi- 
partisan basis to make sure we are living within our means. But 
they want to see how smart we are and how we get there and 
whether, as we reduce our deficits, we preserve the ability to play 
an active role in expanding opportunities for American companies 
on American terms. 

Now you are going to hear advice from lots of people as you make 
these choices, and I am grateful I have a chance to make the case 
myself. But as you listen to the administration, you listen to your 
colleagues, you listen to the business community, listen to Sec- 
retary Gates, listen to General Petraeus. I want to leave you with 
one quote from another Gates, from Bill Gates. 

Just give me one sec. I am going to read this to you. And of 
course, this is a man who has put a substantial fraction of his per- 
sonal wealth behind this same basic cause you are debating today. 
And he said, “I am a big supporter of development assistance be- 
cause I am convinced that the improvement in human welfare per 
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dollar is far higher on this money than on any other dollar the U.S. 
government spends.” 

Remember, these institutions are 5 percent of the 150 Account, 
hut they leverage resources that equal 1.5 times the entire 150 Ac- 
count. And every dollar we put into a capital increase for the World 
Bank, for example, leverages $25. There is no more effective 
means, no more effective form of leverage at a time of limited re- 
sources than the commitments we are asking you to support 
through these institutions. 

I would he happy to take your questions. 

[The information follows:] 
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Secretary of the Treasury Timothy F. Geithner 
Written Testimony before the House Committee on Appropriations 
Subcommittee on State, Foreign Operations, and Related Programs on the 
Fiscal Year 2012 International Programs Budget Request 


March 9 2011 


Chairwoman Granger, Ranking Member Lowey, and Members of the Committee, thank you for the 
opportunity to discuss the President's Fiscal Year 2012 Budget Request for the Department of the 
Treasury's International Programs. 

The global economy is in the process of fundamental changes in the balance of economic power and 
an ever changing mix of risks and opportunities. As recent developments in the Middle East 
demonstrate, historic change is creating new openings to expand the circle of democratic societies 
and open economies. 

In the face of these extraordinary global challenges and opportunities, we must advance U.S. interests 
by working through international institutions that multiply the impact of our investments, This year, 
Treasury’s budget contains requests that leverage our limited resources in service of our national and 
global interests. With just a 5 percent share of the 150 account. Treasury international funding will 
allow $95 billion in multilateral development bank (MDB) financing in FY2012 alone - more than 
one and a half times the entire 150 account budget. 

The most significant items include general capital increases for the MDBs and replenishments of the 
International Development Association (IDA) and the African Development Fund, The provision of 
additional capital is a rare step for the United States: the last increase occurred two decades ago for 
the World Bank and more than 10 years ago for the regional development banks. 

In 1988, then Treasury Secretary James Baker came before this committee to make a similar request 
to the one I make today. Despite a difficult budget environment, the Reagan administration 
supported a general capital increase for the World Bank and replenishment of the International 
Development Association in the same year. Congress had the foresight to recognize that the 
multilateral banks are vital partners for promoting the national security and values of our country. 

A one-time capital increase of $420 million for the World Bank enabled $325 billion in lending over 
the last two decades. This investment shaped the world that was to follow in ways that advanced 
fundamental American values and interests. As communism collapsed, these investments helped 
numerous countries transition to open market economies and free societies. These resources have 
helped to restore stability during economic crises such as Mexico in 1 994, the Asian financial crisis 
in 1997, and the global financial crisis in 2008-2009. And they have supported reconstruction and 
recovery in conflict-affected nations like Bosnia, Iraq, Pakistan, and Afghanistan. 


What was true then is even more true today. Our success and security at home depend on our ability 
to expand export opportunities for American companies and to create a more secure world. America 
needs the MDBs to nurture the next group of emerging markets for our exports, to foster peace in 
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countries facing conflict or on the brink of collapse, and to advance our shared values in the world. 

In Egypt and Tunisia, we will engage with governments and multilateral institutions to address 
pressing economic needs and lay the groundwork for more inclusive growth. With $2,5 billion 
potentially available, the World Bank and the African Development Bank (AfDB) are prepared to 
work closely with new democratic governments, the private sector, and civil society organizations to 
support economic reforms that will promote job creation, particularly for the region’s youth. 

Through the MDBs, we stand ready to forge a new partnership with a new generation in North 
Africa. 

Without new resources, the MDBs will not be able to maintain the level of assistance we believe is 
necessary to minimize the dangers we face from countries emerging from or at risk of war, and to 
help build the e.xport markets of tomorrow. Without additional resources, the annual lending 
capacity of the World Bank would fall by 50 percent relative to the pre-crisis level. Failure to meet 
our commitments will jeopardize our standing in these institutions, and jeopardize commitments that 
we secured from the MDBs to transfer income to their concessional windows to aid the poorest 
countries. 

At the World Bank, failure to finance the capital increase would lead to the loss of U.S. power to 
veto changes to the World Bank’s governing agreement. At the Asian Development Bank, if the 
U.S. does not support this capital increase, we will fall behind countries like China and India. Given 
China’s direct engagement in infrastructure development in developing countries, a reduced U.S. 
presence in the MDBs will give China a substantial advantage in promoting its own commercial and 
security interests across numerous regions and sectors. 

Let me elaborate on why this proposal merits your support: 

Securing our economic and commercial interests 

The multilateral development banks are the first responders to crisis and among the most powerful 
export promotion programs we have. 

In 2008, when the global economy faced one of the worst financial crises in recent history, the MDBs 
moved swiftly to restore finance and credit for world trade. At a time when few institutions were 
lending, the MDBs provided $222 billion in financing to developing countries, helping restore 
economic growth and trade. These resources reached more than 1 30 countries, representing 44 
percent of the world economy, and 3 1 percent of America’s export markets. Their support helped to 
restore global growth in key markets that are critical for U.S. businesses and jobs. The scale of their 
response illustrates the indispensability of the MDBs for their leverage, speed, and reach. 

But the MDBs’ role is not limited to just emergency response. Over the last 20 years, MDB 
assistance has helped nurture emerging markets that have become key export markets for the United 
States. Between 1996 and 2010, U.S. exports increased by nearly 500 percent to Vietnam, 400 
percent to India, 290 percent to Turkey, 1 50 percent to Chile, and 75 percent to Indonesia. Over the 
same time, the value of U.S. exports to these markets grew from $69 billion to $179 billion. By 
partnering with these countries, the World Bank and regional development banks have provided 
financing and policy assistance to reduce trade barriers, improve private sector development, increase 
educational access, build infrastructure, and promote open markets. 
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Similarly, the investments we make today in these multilateral institutions will help shape new export 
markets. A significant share of the World Bank’s non-concessional lending through the International 
Bank for Reconstruction and Development (IBRD) is targeted at countries such as Mexico, South 
Africa, Turkey, and Indonesia, Their investments to improve law, justice, and public administration 
reduce red tape, bolster private sector growth, strengthen legal systems, and combat corruption. 
Transportation projects support construction of thousands of miles of roads, expansion of ports, and 
development of inland waterways. Projects across these sectors help to enhance trade and create 
future consumers of American goods. 

The MDBS also directly support U.S. business growth through procurement contracts. These 
contracts reach various corners of America: Cooper Power Systems, a company based in the small 
town of Waukesha, Wisconsin recently won an Asian Development Bank contract for $2,8 million to 
provide light breakers for electrical projects in Pakistan. And in September 2010, the European Bank 
for Reconstruction and Development approved a $120 million loan to CHS Inc., the largest domestic 
grain supplier in the United States and the world’s largest agricultural cooperative, to expand their 
business to Ukraine and Russia. Because of its success, CHS is planning to expand its operations 
from approximately 1.5 million tons exported annually today to approximately 4.6 million tons in 
2013. 

Too often, the only alternative to MDB financing is low-cost financing from countries like China. In 
contrast to these countries, the MDBs have strict procurement processes and rigorous safeguards to 
strengthen property rights, protect the environment, and uphold the rights of vulnerable populations. 
The World Bank and regional MDBs were also among the first international institutions to focus on 
combating corruption in developing countries. Over the past five years, the World Bank has 
debarred 80 firms and individuals as part of its efforts to fight fraud and corruption. The World Bank 
and the regional development banks have also forged a cross-debarment agreement, sending a clear 
message that cheating from one institution will lead to punishment by all. 

Capital increases are a rare but occasional necessity. The last increase for the World Bank was in 
1988, for the Inter- American Development Bank (IDB) and Asian Development Bank in 1994, and 
for the African Development Bank in 1998. The impact of U.S, dollars is multiplied because the 
MDBs are able to borrow in the markets, and because together other donors’ contributions far exceed 
U.S. contributions. Thus the increases we provide in 2012 will sustain these institutions for another 
generation. 

Strengthening our national security 

Through our investments in the MDBs, and through Treasury’s group of civilian advisors in finance 
ministries and central banks around the world - our international programs directly bolster U.S. 
national security objectives every day. 

In key frontline states vital to U.S, national security, such as Afghanistan, the World Bank and Asian 
Development Bank are the second and third largest donors after the U.S. In Afghanistan, as our 
troops continue their courageous efforts to bolster security, multilateral institutions are creating the 
conditions for development. The Asian Development Fund is investing in the Afghan energy sector 
and IDA has improved the lives of millions of people through projects that provided better access to 
roads, clean water and sanitation, power and irrigation. These improvements in people’s lives are 
essential to the long term stability of Afghanistan. 
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Fifty years ago, under President Eisenhower, the United States took the lead to establish the 
International Development Association to tackle the most fundamental deprivations; infant 
mortality, disease, undernourishment, illiteracy, and poverty. Successive administrations have 
strived to improve IDA, ensuring that resources are allocated based on the performance of 
governments. During the past decade, IDA funding has helped to save 30 million lives, immunized 
311 million children, and increased education for more than 100 million children worldwide. The 
regional MDBs also have established grant-making arms that are vital sources of financing to help 
break the cycle of conflict and poverty. 

When disasters leave countries vulnerable, the MDBs are among the first to arrive. When the 
tsunami hit Aceh in 2004, the MDBs immediately formed a new recovery and reconstruction fund 
that laid a foundation for a secure and peaceful Aceh. When the earthquake hit Haiti in 2010, the 
World Bank responded within 36 hours to prepare the first satellite and aerial maps to inspect the 
damage, collecting crucial information to begin relief and reconstruction efforts. The MDBs cleared 
drainage canals to avoid flooding, started programs for feeding school children, and re-built roads 
and bridges. The IDB is supporting post earthquake recovery and development and, as a result of the 
general capital increase agreement, will be providing $2 billion in grants to Haiti through 2020. In 
addition to the reconstruction efforts in Haiti, Treasury, with strong support from Congress, led an 
innovative effort of debt relief: a U.S. contribution of $204 million led to a cancelation of more than 
$800 million of debt owed by Haiti to international financial institutions and made available an 
additional $318 million in new grants. 

Recognizing that the transition from conflict to peace is long, the MDBs provide sustained assistance 
long after the immediate crisis has passed. In Bosnia, since the conflict ended in 1996, World Bank 
assistance has had a significant impact on restoring basic infrastructure and services, and creating 
pre-conditions for sustainable return of refugees and displaced persons, economic growth, and 
employment. As a result, a country that was once war-torn is today preparing for accession to the 
European Union, 

The Multilateral Debt Relief Initiative, a new component of our request, is specifically targeted at 
preserving the benefits of debt relief for the poorest fragile countries in the world that have carried 
out fundamental economic reform programs. A significant number of these countries, such as 
Liberia, Sierra Leone, and Mozambique have suffered from terrible conflict and civil war. But with 
the benefit of debt relief, private investment is increasing, human development indicators are 
improving, and economies are growing at rates not seen in decades. 

These successful transitions are underpinned by good governance and a well-functioning state. For 
the last 20 years, Treasury's Office of Technical Assistance (OTA) has successfully helped 
developing countries to strengthen their capacity to manage public financing. OTA’s presence 
stretches around the globe to more than 50 countries including high priority national security 
engagement in Iraq, Afghanistan, Pakistan, and Haiti. OTA helps countries improve their capacity to 
mobilize domestic resources for growth through efficient revenue collection, well-planned and 
executed budgets, judicious debt management, sound banking systems, and strong controls to combat 
corruption. 

Addressing global challenges of food security and climate change 

Promoting peace, security, and stability around the world requires tackling critical, long-term drivers 
of volatility and conflict: food security, environmental degradation, and climate change. Left 
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unchecked, these risks will undermine our broader development efforts, and roll back hard-won gains 
in poverty reduction and economic growth, which can lead to desperation, radicalization, and 
increased risk of conflict. These problems are global - they ignore national boundaries, and require 
coordinated and multilateral solutions. U.S. leadership in promoting a strong MDB response is 
critical. 

Food Security 

Today, nearly 1 billion people suffer from hunger. In the wake of the 2008 food price spike, the 
United States led the G-20 countries to establish the Global Agriculture and Food Security Program 
(GAFSP) to increase long-term investment in agriculture in the poorest countries. In a short time 
frame, this fund has mobilized pledges and contributions totaling nearly $I billion from six 
governments, as well as the Bill and Melinda Gates Foundation, It has awarded $337 million in 
grants to eight poor countries with sound agricultural reform strategies - Bangladesh, Haiti, Rwanda, 
Sierra Leone, Togo, Ethiopia, Niger, and Mongolia. In these countries, the fund is helping to connect 
small farmers to markets, it is building rural infrastructure, and increasing agricultural productivity. 
Similarly, U.S. investment in the International Fund for Agricultural Development supports projects 
that are improving the livelihoods of smallholder farmers in the poorest rural areas around the globe. 
If small farmers can grow more, they can earn more, and can lift themselves out of poverty. 

GAFSP is a compelling example of how the United States can internationalize the burden of dealing 
with pressing global problems. In fiscal year 20 10, the United States contribution to this fund was 
only 8 percent of the total food security appropriated resources. In less than a year, it has unlocked 
$380 million in actual contributions from other donors. However to sustain our leverage, and signal 
our commitment to addressing global food security, the U.S. will need to make good on its pledge of 
$475 million. To date, the United States has contributed $67 million compared to $229 million by 
Canada and $95 million by Spain. 

Tackling Climate Change 

Chairman of the Joint Chiefs of Staff Mullen recently highlighted that climate change “could 
generate conditions that could lead to failed states and make populations more vulnerable to 
radicalization.” Through investments in both the Climate Investment Funds, initiated by President 
Bush and Secretary Paulson, and the Global F.nvironment Facility, Treasury’s programs reduce the 
threats caused by changing environmental conditions by combating their causes, by helping countries 
better prepare for and respond to their impacts, and, ultimately, by providing leverage with China, 
India, and other nations to do their fair share. 

These investments also play an important economic role - inve.stments in energy infrastructure in 
developing countries are expected to total more than $20 trillion over the next 25 years, including a 
$10 trillion global market for clean energy. Treasury’s programs help create open, fair, and 
functioning markets in which American businesses can compete and win. Just last year, a loan from 
the Clean Technology Fund was the catalyst for a Mexican wind farm that bought 27 Liberty Wind 
Turbines from Clipper Windpower, a U.S. company that makes turbines in Iowa. It was Clipper’s 
first ever export. These investments also spur local economic opportunities for our partners, 
including solar power initiatives in Egypt and Tunisia and geothermal energy in Indonesia and 
Kenya. This leads to local job creation, economic growth, and political stability. By fostering local 
opportunities while leveling the playing field for international competition, these programs are 
turning aid recipients into trading partners. 
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Finally, our participation in these multilateral programs magnifies our “bang for the buck” in two 
important ways. First, our contributions bring in other donors - between $4 and $5 for every $ I the 
U.S. contributes. And, by remaining the largest donor, we exert considerable influence. Second, 
these programs attract MDB, government, and private sector sources. For example, the Clean 
Technology Fund (CTF) in the past year approved clean energy investment plans that blend $4.3 
billion of fund money with other financing to mobilize total planned investments of more than $40 
billion - leveraging nearly $10 from other sources, including the private sector and host country, for 
each CTF dollar spent. 

Reforming the Multilateral Development Banks 

As part of this year’s budget request, we have secured a series of important reforms of the 
multilateral development banks. Through close consultations with Congress, these reforms are 
designed to improve the financial effectiveness of these institutions; promote a fair playing field 
across the world, increase transparency, and enhance the impact of our investments. Key reforms 
include: 


1. Financial discipline. We have successfully pushed for reforms that will promote 
more effective use of the capital we provide by transferring more of the resources 
from the middle income “hard loan” windows to the poorest countries and enforcing 
more disciplined budget strategies. For example, each dollar contributed to capital 
will result in nearly $8 in transfer from IBRD to IDA, providing a total of $6.6 billion 
over the next 10 years to the countries most in need. 

2. Transparency and accountability. The multilateral institutions play a critical role 
in promoting reforms to combat corruption and increase transparency and 
accountability. As part of these efforts, the U.S, has secured more effective 
internal audit and investigative functions. We have made disclosure of 
significant policy documents the norm and enhanced the role of inspection panels 
to give citizens a voice in MDB operations. 

5, Impact and results. Finally, the United States has consistently pushed for higher 
standards for the design, monitoring, and evaluation of projects across all of the 
institutions to make sure that investments are made where they will have the most 
impact. We want to make sure we pull back from projects that are not achieving 
strong enough results, so that we can increase the investments needed to scale up 
projects that are. A recent study by the Brookings Institution and Center for Global 
Development ranked IDA among the very top in development effectiveness out of 
150 bilateral and multilateral aid agencies. And the Global Agriculture and Food 
Security Program has committed up to 2.5 percent of its resources for independent 
evaluation of its projects, setting a new standard for result-based investing among 
trust funds. 

Conclusion 


The partnership between the U.S. and multilateral development banks has endured across years and 
across parties because these institutions have proven their worth. They were indispensable in 
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stabilizing the global economy during the recent financial crisis. They are vital for addressing the 
challenges of the moment and will be integral for responding to changes that lie beyond the horizon. 
These institutions provide unparalleled returns: for capital increases once every 1 5 to 20 years, the 
MDBS stretch the impact of our dollars around the world, toward every global challenge, and through 
time. With domestic resources constrained, no other institutions so effectively leverage our limited 
resources in service of our national and global interests. 
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Ms. Granger. Thank you, Mr. Secretary. 

We have been joined by Ranking Member Dicks. Mr. Dicks, do 
you have opening remarks? 

Opening Statement of Mr. Dicks 

Mr. Dicks. Yes, I just have a very brief statement. Thank you. 

Secretary Geithner, I join with Chairwoman Granger and Rank- 
ing Member Lowey in welcoming you. 

While this may be my first State, Foreign Operations hearing, I 
am not new to the issues surrounding national security. The inter- 
national financial institution, debt relief, and technical assistance 
programs that make up the Treasury Department’s international 
programs fiscal year 2012 budget requests are critical to supporting 
our national security and our economic stability. 

I hope today you will, and as you have, address the urgent global 
challenges facing the United States, such as food security, climate 
change, as well as support for development assistance for the 
world’s forests. Working to reduce the enormous suffering around 
the globe is neither a liberal cause, nor a conservative cause. It is 
a moral cause and a human cause, and it is very simply the right 
thing to do. 

Bill Gates was in my office yesterday and pointed out that you 
can’t do this all with philanthropy. You have to have these govern- 
ment programs. 

Now, invariably, when Congress is discussing budget cuts, the 
topic of foreign aid quickly rises to the forefront. It seems that no- 
body in Congress likes foreign aid, especially funding to 
multilaterals and international financial institutions. Generally, 
our constituents back home do not see the impact such assistance 
has on job production. Yet, in reality, U.S. involvement in inter- 
national financial institutions significantly advances opportunities 
for U.S. companies in developing markets. 

Additionally, with the vast security concerns facing the U.S., es- 
pecially during crises like those we face throughout Northern Afri- 
ca, the Middle East, Afghanistan, and Pakistan, investments in for- 
eign assistance in the form of multilateral development is crucial 
to addressing the root causes of conflict, preventing instability, im- 
proving economics, and sustaining peace. It serves our fundamental 
values, as well as our economic interests, by lowering trade and in- 
vestment barriers, supporting private sector growth, opening the 
markets of tomorrow, and giving people a second chance. 

I would just say also to my colleagues on the Republican side, I 
honestly believe that the cuts we are making are too severe and 
that we need to have a compromise. I worry about the economic re- 
covery. I worry about the situation we face with the state and local 
governments, with rising fuel prices, and these cuts in discre- 
tionary domestic spending. 

And defense, we are cutting $15 billion out of the defense bill 
this year, when I was chairman of the committee with Rep. Bill 
Young. We put this together. So I am worried about not only the 
damage that is going to be done, but also the economic con- 
sequences right here at home. 

My old economics teacher used to say that when you want to 
lower the deficit, you put people back to work so that you create 
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jobs and businesses prosper. There is more demand, and that takes 
down the deficit. We are just doing the opposite of that, and I 
worry that it is going to have a negative economic impact. 

Thank you. 

Ms. Granger. Thank you, Mr. Dicks. 

I will begin this round of questions, and I am going to hold my- 
self to 5 minutes. We have Jim Kolbe’s hourglass that has 5 min- 
utes each, and so we will watch that carefully. 

We also have two votes that are coming up any minute. They are 
15 minutes each. I suggest, we wait as long as we possibly can, and 
then we adjourn. I know your time is very valuable. If you will 
stay, we will take our two votes, come right back, and finish be- 
cause I know we have lots of questions. 

I want to start with following up on what Mrs. Lowey was talk- 
ing about, about the subject of Iran and sanctions. President 
Obama, as you know, signed into law a stronger Iran sanctions act 
last July. It requires the Secretary of the Treasury to prohibit or 
impose strict conditions on the opening or maintaining of accounts 
of foreign financial institutions that he finds knowingly engage in 
certain activities. 

Why has the Treasury Department failed to sanction foreign 
banks that continue to work with sanctioned Iranian entities in 
violation of U.S. law? Is it your belief that no foreign banks are 
conducting business with sanctioned Iranian entities in violation of 
U.S. law? 

Secretary Geithner. A very important question. I am glad you 
raised it, and we talked about this the last few times I have come 
before this committee. But let me tell you what has happened 
since. Of course, you referred to one critical thing, which is Con- 
gress passed and the President signed a very, very strong addi- 
tional sanctions regime. 

But in addition to that, we have been successful in getting the 
European authorities and other countries around the world to put 
in place much tougher regimes, too. As a result, relative to when 
I was here before you last time, we have made substantial further 
progress in convincing other countries to stop their institutions, 
banks and others, from doing business with the sanctioned entities 
that we have been pursuing. That is having a major impact, mak- 
ing it much harder for the government of Iran to do the things that 
we are trying to stop them from doing. 

But this is something you have to be relentless about. You can 
never stop because every time you stop one avenue of raising fi- 
nance, they are going to try and find a way around that. So you 
have to relentlessly work to try to expand the network of con- 
straints, and we are working very, very hard to do that. I have got 
a terrific group of colleagues, working closely with the intelligence 
community and national security community, with much more sup- 
port internationally than we have had in a long period of time. 

Ms. Granger. I would support your relentlessness. I have one 
question, as long as I have got — the International Monetary Fund, 
the fiscal year 2010 omnibus included a number of conditions on 
the use of funds for the NAB, the new arrangements to borrow. My 
question is, could you give us an update on the NAB operation? 

Is it functional? Has it made loans? Is it serving its purpose? 
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Secretary Geithner. Let me just step back and say, why did we 
ask Congress to do that? And it is the same reason why we are 
here before you today asking for these additional capital increases 
for the World Bank and other institutions. 

In the crisis, with our encouragement and support, these institu- 
tions dramatically increased the financing they were providing for 
trade finance, things like that, at a time when the crisis was accel- 
erating. If you look at a graph of the crisis, you find that the ex- 
change rates of emerging economies fell off the cliff against the dol- 
lar. 

Trade finance stopped. Export growth stopped globally. And of 
course, the world fell into a terrible recession. What this support 
did for the IMF and the World Bank and others is, and — you can 
see it on a chart — is by putting resources out there, they helped ar- 
rest the fall in exports, bring those exchange rates back, and 
growth started. 

But because those institutions did that, they created a substan- 
tial hole in their financial capacity. And that is why we are here 
before you today to ask for a replenishment for those institutions, 
so that their lending capacity in the future doesn’t fall dramatically 
because of the cost of the crisis. 

And again, what they did was hugely important. The one reason 
why U.S. exports have led the recovery in the United States, not 
just in agriculture, but in high-tech and manufacturing, is because 
of those programs. Now, in the NAB it is not activated until all the 
other countries put up their money. And if I am not mistaken, I 
will check, and we can send you a list of who else is signed up and 
who is still behind. 

But no dollar of U.S. money is on the table until the agreement 
is activated and enough countries have come forward. I would be 
happy to give you an update on that exact list. But what the IMF 
is doing is its core mission, which is for countries in crisis, they 
face some financing requirement. What it does is it puts loans on 
the table. They pay interest, but they come with tough conditions 
to help make sure the countries are getting their act together, not 
just taking advantage of the access to financing. 

Ms. Granger. I am going to interrupt you because you are on 
my time, and I said I would stay to 5 minutes. 

Given that, what you just said, countries that are in trouble, 
there is a fear that the NAB could be used as a European bailout 
fund. I know that the IMF has committed $40 billion to Greece and 
$30 billion to Ireland, and it will pay a third of the cost of the $1 
trillion EU. 

So address that and tell me how — is that true? 

Secretary Geithner. You are exactly right. That is part of those 
financial programs that are there as a necessary way to help those 
countries bring about their reforms. Although the Europeans are 
putting the bulk of the resources on the table, the IMF, which does 
exist to give their members access to financing, is providing a small 
share of the financing, roughly a third. 

But again, this is what the core IMF mission has been from the 
beginning, which is when members have financial problems, on 
tough conditions, they can access that money. But in this case, the 
Europeans are carrying the bulk of the burden, as they should. 
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Ms. Granger. Thank you. Thank you very much. 

Mrs. Lowey. 

Mrs. Lowey. Thank you. 

Well, I will talk fast. As we strive to foster greater stability and 
security overseas, we face pressing domestic needs. It is critical to 
leverage every cent of taxpayer dollars and demonstrate it is spent 
effectively and efficiently. 

Can you tell the committee what would funding levels equal to 
2008 mean for the Asian Development Fund, the International De- 
velopment Association, the Global Environmental Facility, the 
International Fund for Agricultural Development, and how would 
2008 levels affect the ability of the United States to meet its com- 
mitments to global debt relief efforts? 

In the 5 minutes, just do the best you can. 

Secretary Geithner. Well, that, in fact, varies across institu- 
tions. But the core effect are two. In some cases, if Congress does 
not authorize and appropriate the funds, then the institution, the 
capital increase will not go forward, and it will have to cut its lend- 
ing level very substantially. That is true in the case, for example, 
of the Inter-American Development Bank. 

In other cases, if we don’t provide authorization and appropria- 
tion, but other countries go forward, then we will just lose influ- 
ence. We could lose our veto in the World Bank, for example. We 
fall behind China and India in the Asian Development Bank. Let 
me just say it makes no sense for us to put ourselves in that posi- 
tion. 

Just, again, think about the Asian Development Bank. It is the 
most populous region in the world, growing faster than anywhere 
else, the biggest opportunities for American businesses, and the 
greatest risk that other countries are going to seek to take advan- 
tage of a receding United States. 

So it is very important across these institutions, again, that we 
meet the commitments we make because if we don’t, we will lose 
influence, cede those markets to other countries, and deprive the 
institutions of doing things that are critically important to Ameri- 
cans. 

Ms. Granger. Thank you. 

Mr. Dent. 

Mr. Dent. Thank you. Madam Chair. 

Mr. Secretary, as you know, billions of dollars of assistance have 
been provided over the past four decades by the World Bank and 
other regional banks. Yet economic development has eluded many 
of the recipient countries. 

While there are many reasons, as you know, there are concerns 
that the governing elite in many countries benefit, either directly 
or indirectly, from much of the foreign assistance intended for more 
worthy purposes and projects. Now we are faced with the request 
to expand capital base of four of the banks by $2 billion over the 
next 5 years. 

Could you explain to the committee the plan to bring authoriza- 
tions for these capital increases before the Congress so that they 
can be debated? And will such bills include reforms for the banks 
and benchmarks that must be met before these funds could be re- 
leased? 
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Secretary Geithner. Absolutely. And thank you for raising that 
question. 

Let me explain how we do this as a country and as the Govern- 
ment. And this is the way we have done it over time — Republican 
administrations, Democratic administrations. 

So what we do is when we face a compelling need for a financial 
replenishment, we consult with the Congress. We determine the 
conditions we would attach to such a replenishment. We negotiate 
those conditions. They are, in effect, legislated by the institutions, 
and the capital increase does not happen until and unless those 
conditions are in place and operational. And that is the tradition 
that we adhere to, and it is very important people understand that. 

Because just like these institutions don’t lend money to countries 
without conditions, we don’t support these replenishments without 
conditions that require reform and improvement in the institutions 
themselves. Now, over time. Congress has approached the question 
about authorization language in different ways. Sometimes it is 
carried on appropriation bills. Sometimes it is done separately. 

What matters is that it happens, and we, of course, will work 
with your counterparts on the authorizing committees to make sure 
they understand the reforms we negotiated. We have language that 
reflects those reforms, and that is helpful to us, of course, because 
we want to make sure the institutions understand that we will not 
be there unless these reforms are operational. 

Mr. Dent. In my remaining time, I have examined the request 
before the committee for the capital increases to the multilateral 
development banks, and I can’t imagine that this committee would 
support writing blank checks to any of these institutions. 

As you know, these banks need reforms in many areas, but spe- 
cifically, in their internal judicial systems, which are not always as 
impartial when investigating charges of fraud, corruption, and 
waste by various whistleblowers. There was an example with the 
Inter-American Development Bank that, according to the press, it 
immediately dismissed a contract officer in Haiti when that person 
raised the issue of possible fraud in the IDB’s Haiti reconstruction 
contracts. That is one of many examples. 

At a minimum, what is being done with the banks, including the 
IDB, to ensure that their oversight offices are impartial and that 
management does not retaliate against internal charges of corrup- 
tion? 

Secretary Geithner. Thank you for raising that. I am very con- 
cerned about this same question. And let me just clarify one 
thing — we are not asking and would never ask you to write a blank 
check. Even if you were willing, we wouldn’t do it. 

So, again, the resources that we are prepared to provide come 
with conditions that we negotiate and make enforceable on the in- 
stitutions to make sure they are doing a better job, not just being 
efficient, but they have the best standards for internal control that 
we can. We are working very hard with the managers of those in- 
stitutions to make sure that where there are problems, in those 
cases, we address them. Not just in that case in the IDB, but 
across the institutions. 

What I would try to draw your attention to — and you can look 
to other people, not just me — if you look at the standard those in- 
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stitutions set internally for internal controls and safeguards, they 
are dramatically better than they have been. Our reforms we nego- 
tiated will make them significantly better, and I would hold them 
against almost any other program for development assistance. 

And again, you can talk to — you can look to Bill Gates and others 
for evidence of this stuff. But people who spend their lives in this 
business will tell you that the standards they have in place in 
those institutions are not just much better than they were a decade 
ago or two decades ago, but they are dramatically better than the 
standard that exists for other development programs. 

Ms. Granger. Thank you very much. 

I misspoke. There are now going to be three votes. The first is 
15 minutes, then two 5 minutes. We will still do the same thing. 
We will take one more question. We will do our votes and then 
come back, if that is all right with you. 

Mr. Schiff. 

Mr. Schiff. Thank you. Madam Chair. 

Mr. Secretary, the events of the last 3 months in the Middle East 
and North Africa have been extraordinary. The sight of millions of 
people, mostly young, who are taking to the streets to demand de- 
mocracy, accountability, and a better future is one that should stir 
the hearts of every American. Bin Laden is not the face of the Arab 
world, and instead, it is that of Mohamed Bouazizi, a young Tuni- 
sian fruit vendor who set himself on fire to protest the endemic cor- 
ruption of the Ben Ali Government and through his self-sacrifice 
began the revolution that toppled Egypt’s Mubarak and threatens 
to sweep aside leaders from Yemen to Libya. 

The most important feature of this revolution is that it is or- 
ganic. The people in these countries are organizing, demonstrating, 
and bringing change without any outside direction or intervention. 
This has both instilled genuine pride among Arabs worldwide, but 
it has also prevented the targeted governments and al-Qaeda from 
casting this as a foreign plot to weaken Arabs and Muslims. 

I think we need to remain mindful of this as we move forward, 
but we also cannot afford to let this moment slip by without doing 
everything in our power to help Tunisia and Egypt and others as 
they make their transition to democracy. 

The same underlying structural factors — lots of young people, 
high unemployment, a concentration of wealth in the hands of very 
few, and endemic corruption — that gave rise to these revolutions 
are still in play. And if unaddressed, they will give rise to greater 
discontent down the road. 

Yesterday, I met with a group of Tunisian business executives 
who are anxious to help their country in its moment of transition. 
They told me there are two things the U.S. can do to help them 
in the next few months if their country is to be reborn. 

The first is to help locate and repatriate money looted by the Ben 
Ali family and regime cronies. I hope that we are involved in that, 
and I would love to hear your thoughts on what we are doing to 
assist in that regard. This goes for Egypt as well. 

And the second issue they raised is that of debt forgiveness. As 
of 2009, Tunisia’s external debt stood at about $19.6 billion. The 
country is classed as a lower middle income country by the World 
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Bank. It is, therefore, not eligible for the Heavily Indebted Poor 
Country Initiative or the Multilateral Debt Relief Initiative. 

Are there other mechanisms whereby the U.S. and other stake- 
holders can work to cancel some part of Tunisia’s debt in order to 
allow the new government there to redirect resources toward job 
creation and other initiatives that will help buttress democracy and 
prevent the intrusion of radical Islam? 

Secretary Geithner. Thank you for raising that. Let me just say 
briefly, yes, of course, we are very involved, closely involved, work- 
ing with other countries in trying to make sure that we are aggres- 
sive and effective in making sure we can seize the assets we need 
to seize and make sure they are saved for the benefit of the citizens 
of these countries. You saw, of course, us move incredibly forcefully 
and quickly with respect to Libya, and we are on it, and we have 
the most effective sanctions regime of any country in the world, as 
we are demonstrating. 

Now, in Tunisia and in Egypt, and in general, of course, it is 
very important, as we think about how best to support the political 
transition underway, we recognize that those governments, those 
new governments are going to face enormous economic challenges, 
very short-term challenges because of the crisis they are going 
through and the effect on the economy, but also long-term develop- 
ment reform challenges to make sure there more opportunities for 
their citizens. 

And as part of that, of course, we will work very closely with 
other countries in the region, with the World Bank, and multilat- 
eral development banks to make sure that we can provide the sup- 
port that is going to be most effective in that context. We will look 
at everything within our purview, including the specific things you 
referred to. 

But at this stage, we are still trying to assess what is going to 
be most helpful and what is going to be the most powerful package 
of assistance. But one thing I can tell you for sure is, like anywhere 
around the world, we are going to have to turn to institutions like 
the World Bank because they are going to have more resources in 
the pipeline, able to mobilize more quickly, again better leverage 
for every dollar that we are exposed to, and a better capacity to 
make sure that that assistance comes with the reforms that will 
help advance the objectives you are referring to. 

Mr. SCHIFF. Mr. Secretary, I would love to follow up with you on 
both those issues of the debt forgiveness, as well as the ability to 
track down the illicit looting of those countries. 

Thank you for your testimony today. 

Ms. Granger. We will be back as quickly as we can. 

[Recess.] 

Ms. Granger [presiding]. The hearing will come to order. 

Mr. Dicks. 

Mr. Dicks. Thank you. 

Almost 1 billion people suffer from chronic hunger every day, and 
world food prices are at the highest level since the 2008 crisis, as 
well as the heart of recent political and social instability in the 
Middle East. It is, therefore, more important than ever that the 
U.S. engage to help long-term food security and assist countries to 
avert short-term food shortages. 
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The budget request includes $308 million for U.S. contribution to 
the Global Agricultural and Food Security Program. U.S. leader- 
ship and the U.S. contribution to the fund are intended to leverage 
other donor contributions. Yet to date, only the United States, six 
other countries, and the Gates Foundation have made pledges and 
contributions. What is the current status of contributions by others 
since the launch of the fund last year? 

Secretary Geithner. Thank you for raising this issue. And thank 
you again for your opening statement. 

I think the simplest way to say it is the world is looking to us, 
as they always do. They want to see how much we are prepared 
to put on the table before they come and make their commitments 
clear. 

The important thing is that this has got enormous support 
around the world. You saw, as you said, the Gates Foundation 
themselves contribute alongside us. You have got a number of 
countries willing to move, but they want to see how much we do. 

But I will be happy to provide you an update in writing on the 
details of those commitments. But the important thing, again, is to 
say people are going to see. They are going to wait to see what we 
deliver. 

Mr. Dicks. As I understand it, the request in 2011 was $408 mil- 
lion. And in FYIO, there was no request. Is that because the money 
hadn’t all been utilized, or what was the reason for that? 

Secretary Geithner. I think you are right, but I have to go back 
and look. Again, what we are trying to do and the reason why we 
are using a fund like this, a multilateral fund, is we think it is the 
best way to draw other commitments on the table so that, ulti- 
mately, we get these investments in improving productivity and ag- 
riculture and infrastructure with, in a sense, least cost to us, best 
leverage for our dollar. 

So, in all these cases, what we try to do is we lay out a broad 
framework. We make an initial commitment, and then we try to 
generate as much support as we can. But again, ultimately, it de- 
pends on what we are able to authorize and appropriate. 

Mr. Dicks. Yes, I was wrong. The request of $408 million 

Secretary Geithner. Was ’ll. 

Mr. Dicks [continued]. Was the FYll request. 

Secretary Geithner. Yes, it was probably the ’ll request. 

Mr. Dicks. The ’ll request. 

The other program that Mr. Gates raised with me was the Global 
Alliance for Vaccines and Immunizations. Launched in 2000, the 
GAVI alliance is a global health partnership representing stake- 
holders in immunization from both private and public sectors. 

Now this is another very important program. I am told that 
needs still exist, for example, in polio. Afghanistan and Pakistan 
are two of the countries that still are vulnerable to polio. 

Secretary Geithner. Exactly. And what we have found is, of 
course, as you might expect, that although there is incredible inno- 
vation in pharmaceuticals around the world every day, including 
led by U.S. companies, they tend to under invest in some of the dis- 
eases that kill the most people in developing countries that, of 
course, we have no memory of in the United States. So they tend 
to under invest. 
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And what this fund was designed to do originally — and it has 
been there for some time — is to put resources on the table to help 
incent development of treatments and vaccines for diseases that 
still kill millions and millions of people around the world every 
day. And Mr. Gates was a pioneer in that field, and the Gates 
Foundation has been leading the international effort. But the U.S. 
has been part of that, and that is part of the State Department’s 
piece of the foreign operations, of 150 Account request. 

Mr. Dicks. I just think when the U.S. Government shows its 
commitment, it makes it easier to get people like Bill Gates and 
Warren Buffett and others to help support. 

Thank you. Madam Chair. 

Secretary Geithner. Exactly. And again, I will just be very 
quick. One of the benefits of having the Gates Foundation with us 
is, in some ways, you have it is not quite a market test, but you 
have a sort of market test of what works. 

Because again, in the Food Security Trust Fund and in the vac- 
cine initiative, in GAVI, you see another example where if you see 
institutions like him, who run major companies — you know, the 
world’s iconic technology company — if they say this is a good return 
on our investment, — it helps make the case. 

Ms. Granger. Thank you very much. 

Mr. Diaz-Balart. 

Mr. Diaz-Balart. Thank you. Madam Chairwoman. 

The chairwoman started — Mr. Secretary, good to see you again, 
sir. 

Secretary Geithner. Nice to see you. 

Mr. Diaz-Balart. Started talking about Iran, and I would like to 
go from one state sponsor of terrorism to a different state sponsor 
of terrorism. Tourism travel to Cuba is statutorily prohibited under 
U.S. law, under the Trade Sanctions Reform and Export Enhance- 
ment Act of 2000, Section 908(b)(1) and also (9) and (10) in (b). 

Also, the Trading with the Enemy Act, as well as the Helms-Bur- 
ton bill. Actually, it is the Libertad Act. We all kind of know it as 
the Helms-Burton bill. So, and there is obviously a good reason for 
that. Mr. Secretary, tourism is — frankly, the whole industry is 
owned and operated by the Cuban military. It is one of the — if not 
the main revenue source for that state sponsor of terrorism, for 
that dictatorship, a state sponsor of terrorism that not only has 
murdered Americans, harbors cop killers, but since December of 
’09, actually even has an American held hostage, as you know. 

Recently, there have been a proliferation of attempts to skirt that 
law. My question is, is OFAC making enforcement of Cuba a pri- 
ority? 

Secretary Geithner. Oh, absolutely. Of course, and we will. And 
of course, we are operating fully within the obligations set by Con- 
gress in this area. I know you are concerned about these things, 
the changes you refer to recently are really very modest expan- 
sions. 

Mr. Diaz-Balart. Mr. Secretary, I bring that up because I have 
got some examples here. These didn’t take a lot of research to find 
them. This was just on the Internet. “Cuba tours announced after 
Obama eases U.S.-Cuba travel restrictions.” Here they talk about 
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it on their own Web page. They created this whole part. And obvi- 
ously, they are very well known as a tourism outfit. 

They talk about here, “Adventure tour operators expect a signifi- 
cant increase in bookings.” They talk about “provide more time to 
relax on Cuba’s famed white beaches, options to snorkel, walk the 
footsteps of pirates, including rum samplings and dancing lessons.” 
Obviously, this is tourism. 

I have another example of “American Tours International makes 
Cuba travel easy.” And they go into how they can help people basi- 
cally qualify under the law. But again, this is another tourism out- 
fit. 

We have one which I believe, Mr. Secretary, and I believe that 
you all have stopped, a fishing — I believe it was a fishing tour- 
nament that was leaving out of Sarasota, Florida. I believe that 
you stopped one. There is also then the Hemingway fishing tour- 
nament in Cuba. Now, we have wonderful fishing tournaments in 
Florida. They are tourism. 

Anyways, I bring these up because what — can you give me assur- 
ances that you will look at these and others and make sure that 
these — these are blatant, by the way. These are blatant attempts, 
and I will get those to you. And there are others that may not be 
so blatant attempt to skirt the law and actually just using pretexts 
of other things, going there for what is obviously just tourism. 

Secretary Geithner. I appreciate you bringing those to my atten- 
tion, and I will be happy — of course, I will convey them to my col- 
leagues at OF AC and would be happy to ask my colleagues to get 
back to your staff exactly on where the line is and how we are en- 
forcing it and what falls short of the line, what falls outside of the 
line. 

And you know, you are right. These are, as you said, a relax- 
ation, but it is a very limited modification. We will enforce that line 
to the best of our ability. 

Mr. Diaz-Balart. And I appreciate that. And again, we can talk 
about whether we agree or disagree with the relaxation. But the 
issue with you today is making sure that we do not violate the stat- 
ute. The statute is very clear. 

But there seems to be now an explosion of individuals and 
groups that are looking at ways to use any pretext to go to Cuba, 
claiming that it is something that it is not. So, again, I appreciate 
your efforts. 

Thank you. Madam Chairwoman. 

Ms. Granger. Thank you. 

Mr. Rothman? Jackson? Sorry, Mr. Jackson. 

Mr. Jackson. Madam Chair, I am prepared to ask questions, but 
I think the regular order did include Mr. Rothman before me. 

Ms. Granger. Thank you very much. 

Mr. Rothman. 

Mr. Rothman. Thank you, Mr. Jackson. 

Thank you. Madam Chairwoman. 

Mr. Secretary, good to see you again. Thank you for your readi- 
ness and willingness always to come before Members of Congress 
and the respective committees to answer all our questions. You 
have been tireless and transparent with what the administration 



464 


is doing, and I am very grateful for your enthusiastic compliance 
with our requests to come have you meet with us. 

I have spoken and written in support of the things that you have 
talked about, the multiplier factor of our foreign assistance and our 
diplomacy and our participation in these international aid funds. 
But I do want to be a devil’s advocate just for a moment. 

You did mention that because we do need to find additional 
spending cuts, not cuts that hurt middle-class jobs or innovation or 
our infrastructure in America or U.S. national security interests. 
But nonetheless, we just have to find cuts, and they are all going 
to be tough. 

The Asian Development Bank you mentioned, if we don’t pony up 
with our share of money, China is going to step into the breach, 
and that will, among other things, have a national security implica- 
tion, of course. But also they are establishing business relations for 
their own state-run companies. 

Could you flesh that out a little bit more? How exactly does that 
work? How exactly does China use those investments either to en- 
hance its national profile to the detriment of the United States 
and/or its business profile? 

Secretary Geithner. You know, it is worth thinking back to 
when these institutions were created in the aftermath of World 
War II and almost 50 years ago — a little more than 50 years ago, 
60 years ago in some cases — and think of how different the world 
was then. At that point, we were the overwhelmingly dominant 
economic power in the world. 

And in today’s world, despite our strengths as a nation — they are 
formidable — the balance of power has changed dramatically. So we 
are now only one-fifth of GDP. We only have 5 percent of the 
world’s population. 

And so, if it was important then to make sure we had multilat- 
eral institutions we could help use to advance our interests, think 
how much more important it is today in a world where our relative 
share of activity and, therefore, in some ways, our relative influ- 
ence is significantly less in relative terms. 

Now, in these institutions, our influence comes through a com- 
bination of, in some cases, the veto we still hold over core decisions, 
but of course, ultimately, in our capacity to shape the reforms that 
come with the assistance the bank provides. And it is over- 
whelming in our interests, in the interests of American companies 
and, more generally, to make sure that we have as much capacity 
to shape those conditions as much as possible. 

Mr. Rothman. What do you mean by that, by shaping condi- 
tions? 

Secretary Geithner. As an example, we have led the focus on 
corruption, on reducing trade barriers, on making sure that prop- 
erty rights are protected, that the basic institutions allow busi- 
nesses, market economies to work are established in those coun- 
tries as they develop. And the Asian Development Bank and the 
World Bank and the IMF, in some cases, are the ones that play a 
central role in doing that, and those are things we cannot do on 
our own bilaterally. 

Mr. Rothman. But does China benefit in the absence of those re- 
forms on issues such as corruption and lack of transparency? 
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Secretary Geithner. Well, again, two things happen if we don’t 
meet our commitments. One is that we lose our relative — in some 
places our veto right. In that case, other countries, by definition, 
have more influence over shaping the conditions. 

Or in some cases, what happens is the institutions have less re- 
sources to lend. And what that means is institutions that have 
much more substantial capacity to provide trade finance or devel- 
opment assistance on their own than we will as a country, they will 
have more influence over the governments that need that assist- 
ance. 

Mr. Rothman. Mr. Secretary, what do you say to those who sug- 
gest that the United States is bearing an undue share or extra 
large share of the world’s, free world’s military obligations, and we 
spend more 

Secretary Geithner. I would say that is unambiguously the case. 

Mr. Rothman [continuing]. That is the case, aside from serving 
U.S. national security interests, in instances of natural disasters — 
of the tsunami in Indonesia; in Haiti, the earthquakes there; the 
troubles there and all over the world — as well as the U.S. being 
ready to airlift people in and out of harm’s way, that has a national 
security as well as positive influence on U.S. relations with those 
nations. 

In an era of scarcity here at home, albeit hopefully short, we 
have to give up one or the other, and we can’t do both. We have 
taken the cuts in defense. Why can’t we live with some cuts in 
these other programs? 

Secretary Geithner. Well, here is one way to think about it. Be- 
cause we have scarce resources and we are having to cut spending 
and cut deficits, that makes it even more important that when we 
spend a dollar on development assistance that we are spending in 
a way that has the maximum impact in leveraging change and re- 
form that makes sense for the United States. 

And so, you would want to makes sure that, again, that is just 
you are making exactly right case, which is, again, think about the 
World Bank. A dollar of U.S. 

Mr. Rothman. I understand. 

Secretary Geithner [continuing]. Means $25 of other peo- 
ple’s — 

Mr. Rothman. I understand that multiplier, $1 to $25. But let’s 
go even further, as some people at town hall meetings would say 
to me, to reduce it to the absurd, why have any foreign develop- 
ment bank involvement? 

Secretary Geithner. Because we will be less secure as a country. 
We will have less opportunities for American companies. We will 
be weaker at home. There will be less jobs at home. There is a di- 
rect connection. 

Again, if you look at what is leading the recovery in the United 
States today? To a substantial degree, and this is very encouraging, 
it is coming from exports across agriculture, high-tech manufac- 
turing, small businesses, large businesses. And that is in part be- 
cause we are seeing the kind of market opening that institutions 
like the World Bank and the Asian Development Bank have sup- 
ported over time. And we want to make sure that is happening 
over time because we get a very good return. 
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Again, not to quote Bill Gates again, but look at Bill Gates. This 
is a businessman with a remarkable record of innovation. And 
when someone like him says, as I quoted earlier, these are the 
most effective uses of the taxpayers’ money, then we have to point 
to that as worth something. 

Mr. Rothman. The question is, is he referring to the saving of 
lives, which is a laudable thing, or is he referring to the success 
of American businesses? It may be both. 

I don’t know if I have time for a question about 

Unidentified Speaker. Saving lives is what he is 

Mr. Rothman [continuing]. Right. Not necessarily national secu- 
rity. 

But Bahrain banking, do I have time for that. Madam Chair- 
woman? 

Ms. Granger. I am sorry you don’t. 

Mr. Rothman. Well, next round perhaps. Thank you. Madam 
Chairwoman. 

Thank you, Mr. Secretary. 

Ms. Granger. Thank you very much. 

Mr. Austria. 

Mr. Austria. Thank you. Madam Chairwoman. 

Mr. Secretary, thank you for being here. 

I am going to change kind of the course here. Let me talk a little 
bit about the New York Stock Exchange now being owned and pur- 
chased by a foreign company, Deutsche Bdrse, who owns 
Clearstream, where there has been some controversy with 
Clearstream as far as providing significant financial services for 
the Iranian government and businesses. 

In addition, at least $2 billion in Iranian funds held by 
Clearstream have been frozen as part of an effort by families of our 
U.S. military and Marines that were killed or injured in the 1983 
terrorist attack on the U.S. Marine barracks in Beirut. I would like 
to get your thoughts about that. 

And are you concerned that the New York Stock Exchange is 
going to be owned by a company that is allegedly, and I think is, 
conducting business with Iran? 

Secretary Geithner. Difficult for me to address that directly for 
the following reason. Under the basic protections Congress has es- 
tablished to make sure that while we run a more open investment 
environment, we are protecting our core national security interests, 
I don’t have the capacity to comment on any individual cases. 

But what I will tell you is that we will be very careful to make 
sure that where we welcome these types of mergers, where we wel- 
come foreign investment to come to the United States, we are going 
to be very careful to make sure we are protecting our core national 
security interests. So if there is any concern about that, we will 
make sure we address it. 

Mr. Austria. And I assume when you are addressing that, you 
are going to take into consideration any type of violation of the 
U.S. sanctions that are now being 

Secretary Geithner. Again, I have got to be careful so I don’t 
imply anything. But of course, that would be one of the things that 
we looked at in this case. 

Mr. Austria [continuing]. Okay. Thank you. 



467 


Let me move on to Hezbollah. It is widely known that Hezbollah 
is a U.S.-designated terrorist group that utilizes the Lebanese 
banks to finance its activities, and these same Lebanese banks are 
accessing the U.S. financial systems and providing Hezbollah ac- 
cess to U.S. dollars. 

Is the Treasury Department looking at any of this, and are you 
investigating any of this? And if so, what can you tell me? 

Secretary Geithner. Absolutely. Very important concern. I would 
be happy to have my staff brief you in more detail, but we an- 
nounced I think just in the last few weeks another important effort 
to try to make sure that, again, we are stopping exactly that kind 
of activity. 

But this is very important. Again, I would be happy to have my 
colleagues brief your staff in more detail on exactly what we are 
doing, where we see the risks. 

Mr. Austria. Anything specifically dealing with the Lebanese 
Canadian bank? 

Secretary Geithner. Yes, I want to be careful how I do this. But 
again, I would be happy to provide you details in writing, where 
we have acted, why, and where we think the remaining challenges 
are. 

Mr. Austria. Let me ask one last question, if I could? Just fol- 
lowing up a little bit on the IMF reports, recent reports have sug- 
gested the possibility of using special drawing rights, SDRs, to re- 
place the U.S. dollar as the world’s reserve currency. 

Many economists believe that this would be disastrous for the 
dollar and for the American economy. Currently, nearly 70 percent 
of world reserve currencies are held in dollars, and some of the 
world’s most precious commodities, such as oil, are priced in dol- 
lars. Among other benefits, many believe its status as the world’s 
reserve currency helps the dollar maintain its value and bolsters 
American competitiveness overall. 

In your opinion, what effect would this change have on the value 
of the dollar, the overall United States economy, and our position 
as a global economic leader? 

Secretary Geithner. I think you understand the stakes, and you 
said them well. And let me just say clearly there is no risk of the 
SDR playing that role. The SDR is not a currency. It is a unit of 
account. And it can’t provide the role that many people aspire to 
it, and there is no risk of that happening. 

And again, and the dollar does play this unique role in the global 
financial system. I think that is likely to continue. It is important 
to recognize — and again, since I am here before the Appropriations 
Committee, I want to say this — that, of course, we have to make 
sure we are being very careful as Americans to make sure that we 
are earning the confidence of Americans in countries around the 
world, that we can run responsible economic policies, go back to liv- 
ing within our means. 

Those things are important to make sure that over time, we are 
sustaining the dollar’s role as a major reserve asset. 

Mr. Austria. Just to expand on that question, when you say 
there is no risk, there are many concerns that have been brought 
forward and are rising about the growing Chinese influence and in- 
trusion in the Asian and global economies. 
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And I my question is with that happening, and you say there is 
no risk 

Secretary Geithner. No risk that the SDR is going to play a role 
that would in any way affect the dollar’s role in the international 
financial system. 

Mr. Austria [continuing]. Do you have an opinion on the Yuan 
and the SDR valuation being 

Ms. Granger. Your time is up. 

Secretary Geithner. I could say — could I say, Madam Chair- 
woman, very quickly? 

Ms. Granger. Yes, quickly. 

Secretary Geithner. Very important that the Chinese let their 
currency appreciate over time. It is happening now. We would like 
it to go further. They also are relaxing controls on the use of their 
currency internationally, which is appropriate, too. And over time, 
it will help make sure that the currency moves in response to mar- 
ket forces, which is very important to us. 

Mr. Austria. Thank you. 

Ms. Granger. Mr. Jackson. 

Mr. Jackson. Thank you. Madam Chair. 

And I want to thank you, Mr. Secretary, for taking time to visit 
our subcommittee. 

I just have a couple of questions, Mr. Secretary. For most of my 
tenure in Congress, I have advocated for full employment. I know 
that Humphrey and Hawkins, when they were in Congress, also 
advocated for full employment, and through time, we have arrived 
at acceptable levels of unemployment in our own country. 

I truly believe that ending unemployment will solve a lot of the 
problems that our country faces, and I am sure you have seen, as 
I have, the unrest in North Africa and in the Middle East. One of 
the things that these countries appear to have been in common, are 
high levels of unemployment, which this committee directly ad- 
dresses through our various aid programs, whether using bilateral 
assistance or multilateral assistance. 

I am wondering what role you think high levels of unemployment 
are playing with respect to instability in the Middle East and 
North Africa, and how Treasury is working with other governments 
to bring down their unemployment levels? 

Secretary Geithner. Well, I think you raise a very important 
question, and you are right to point out that in a country like 
Egypt, for example, not only is unemployment, overall unemploy- 
ment very high, but it is very concentrated among people who are 
actually well educated and among the relatively young. 

And people who watch Egypt closely believe that that is part of 
what has provided so much force to the democratic movement now 
sweeping across the region. That is why, again, it is very impor- 
tant, as we watch this political transition unfold, that we are mak- 
ing sure we have the capacity, including through these institutions, 
to support reforms, develop and expand opportunities in those 
countries. 

And you know, it is going to be a big challenge for any of those 
governments, and they are going to need some help. And we are 
going to make sure that where we can provide help alongside these 
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institutions, we do so in support of reforms that will expand those 
opportunities for exactly the reason you said. 

Mr. Jackson. And clearly, unemployment is a significant factor 
in people losing faith in their government. I sat anxiously at the 
President’s State of the Union address. I heard him mention job 
creation, I think, 31 times. He mentioned innovation, I believe, 15 
times. But he failed to mention unemployment one time. At the 
time he delivered that speech, unemployment in our country was 
around 9.1 percent according to the Labor Department. 

Is there any concern in the administration that high unemploy- 
ment in our own country, coupled with budget cuts made by the 
Federal Government, and the States who have made similar cuts 
in similar programs, could lead to significant number of American 
people waking up one day without faith or belief in their Govern- 
ment’s capacity to solve the nation’s problems? 

Secretary Geithner. Well, I would agree with you and just say 
that when the President talks about jobs and the imperative of cre- 
ating more jobs, he is saying that in recognition of the fact that we 
are still living with unacceptably high levels of unemployment. You 
are exactly right that this financial crisis caused not just a huge 
amount of damage to the basic wealth and economic security of 
Americans, but caused a huge amount of damage to their basic 
faith in the ability of Washington to provide the basic protections 
and opportunities they need. 

I think that is why it is so important we recognize that even 
though we are 18 months into a growing economy and we are see- 
ing job growth start to come back, we are a long way from repair- 
ing the damage caused by this crisis. And everything we do here, 
as we try to reduce deficits and reduce spending, we have to make 
sure we are focusing on repairing that damage, getting millions of 
Americans back to work. 

And that is why it is so important that we are making these in- 
vestments in public infrastructure, in education investment, and 
improving investment in the United States. Because without that, 
the risk is that it is going to take a much longer period of time to 
bring the unemployment rate back down. 

Mr. Jackson. Is there any concern in the administration that 
high levels of unemployment are discouraging the American people 
in their belief in the capacity of the Federal Government to solve 
the nation’s problems, including State governments, given that 
many States are following the lead of the Federal Government? 

Secretary Geithner. Well, that is an interesting question. That 
is a complicated question. But again, I would agree with you that 
what you have seen is a big loss of faith among Americans of really 
just because of what the crisis did. 

But also, in some ways, you could say a recognition, particularly 
if you look at what is happening at the State level as governments 
have to cut deeply into basic services that all Americans — like po- 
lice on the streets, teachers in the classroom. Then they are seeing 
again how important it is that the Government preserve some ca- 
pacity to do things only governments know how to do, and that is 
going to be part of any effective strategy to dig our way out of this 
crisis. 
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Mr. Jackson. And very quickly, almost 3 weeks ago, the House 
passed H.R. 1, an omnibus spending bill for fiscal year 2011 that 
made huge reductions in global food security, climate technology 
funds, and MDBs, multilateral development banks. What would be 
the ramifications if H.R. 1 were enacted into law? 

Secretary Geithner. Well, I think they would be very damaging, 
and that is why the President said he would veto that legislation. 
And of course, I think the Senate is just at this moment voting on 
those particular — and again, our concern is that, as we find bipar- 
tisan solutions to reduce our spending and reduce deficits, we do 
so in a way that is carefully designed to make sure that where we 
need to do more with less, where we need to cut back, where we 
are not doing a good job at things, that we are preserving the ca- 
pacity to invest in things that are hugely important to not just 
growth today, but growth in the future. 

And if we have got too much, too quickly, and too indiscrimi- 
nately, then the risk is that we hurt the recovery, unemployment 
will stay higher longer, and we will sacrifice our ability to be 
stronger and more competitive in this more competitive world. 

Ms. Granger. Thank you, Mr. Jackson. 

Mr. Jackson. I understand that my time has expired. 

Ms. Granger. We will now begin a second round of questions. 
The hearing must end at 3:30 p.m. I understand the Secretary’s 
schedule. He has to be out of here at 3:30 p.m., and he has been 
very patient as he waited for us. 

So we will begin the next round. Try to keep it as quick as you 
can so that everyone will get a chance. 

I am going to ask you about the budget request that includes 
$175 million for the Multilateral Debt Relief Initiative. I under- 
stand it is a commitment under the Bush administration that had 
the U.S. paying 20 percent of multilateral debt. 

However, I notice that this has not been authorized yet. There- 
fore, it wasn’t debated by the Congress, and that leads me to a 
number of questions. The first one, and I will be very concise, given 
that the multilateral development banks and the IMF continue to 
provide loans after full debt relief — and I think Haiti is the most 
recent example — how can you convince the Members today that the 
impoverished people of these countries benefit, not the banks that 
need their balance sheets shored up so they can continue making 
loans? 

Secretary Geithner. Again, very good question. This is a ques- 
tion that Congress has wrestled with over about two decades. And 
the administration has tried to provide a mix of different forms of 
assistance — grants, concessional loans, and in some cases where it 
makes sense, debt relief in return for conditions. 

What matters is that you are improving the capacity of those 
governments to address the needs of their citizens and they are not 
left with burdens they can’t afford. And what the mix that is appro- 
priate for different countries will depend a little bit on history. But 
again, what we try to do is have a capacity, have a mix that is 
going to make sense given each country’s particular needs. 

But in each of these cases, whether it is debt relief or loans, and 
sort of independent of who is providing the loans, we want to make 
sure that it comes with conditions that maximize the incentives 
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and the obligation of those governments to do a better job of meet- 
ing the needs of their people. 

Ms. Granger. I just question the loans. When there is no indica- 
tion they will ever be repaid, that that is a loan. It is a grant per- 
haps. 

Secretary Geithner. Well, you are exactly right. And what we 
try to do, and particularly in cases like that, we want to make sure 
that we are not providing assistance on terms they can’t afford and 
can’t repay. That makes no sense. 

And in Haiti, we have been very successful in making sure there 
is a package of assistance on the table that is highly concessional 
for exactly the reason you said. But again, there is a very good 
case, and Congress has supported for 20 years conditional debt re- 
lief as part of these financial programs that are, again, always in 
support of reforms so that the benefits reach the people of those 
countries. 

Ms. Granger. I will just refer you to the letter I wrote to you 
in July that stated the concern I have with indebtedness to a coun- 
try whose people are suffering but have no way to pay it back. 

I will go next to Mrs. Lowey. 

Mrs. Lowey. Thank you. 

I have been very concerned not just with the banks, but in all 
of our foreign aid programs — and domestic programs, too on the 
whole issue of fraud, corruption, transparency. The World Bank 
has conducted various reviews, and has announced new policies fo- 
cused on creating greater transparency and increasing effectiveness 
of its anticorruption and governance mechanisms. 

In fact, just the past year the World Bank debarred 45 compa- 
nies, NGOs, individuals, made 32 referrals to other governments 
for criminal action. I know you are aware of that. Can you tell me 
what reforms are still needed to inject further momentum and co- 
operation into global anticorruption efforts? And what more does 
Treasury believe the bank must do in order to be transparent and 
open? 

Look, transparency and openness starts from the top, and al- 
though civil society has observer status, they are not part of any 
decision-making at the bank. So, in addition, have there been dis- 
cussions at the bank to reform bank governance structures to give 
civil society and the private sector a seat at the decision-making 
table? What can the U.S. do to ensure that civil society organiza- 
tions’ representatives are full and equal participants through the 
process? 

Secretary Geithner. I welcome your attention to this issue. And 
let me just say it is very important to everything we are trying to 
do that these institutions understand that you are paying attention 
too and you care about this, and you will hold them to the highest 
possible standards. That is necessary for us if we are going to have 
any chance of being effective. 

Now the president of the World Bank, Bob Zoellick, has done a 
very effective job in making sure that across the board, he is mak- 
ing sure the bank is better at not just measuring results, providing 
more transparency, combating corruption, bringing about reforms 
to the procurement practices, but in the specific case you men- 
tioned, making sure that through inspection panels and other 
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means that where you have the large programs that have big im- 
pact on citizens on the ground in these countries, that there is a 
chance for feedback and input as they shape the design ahead of 
the approval by the board. 

I would be happy to have my colleagues provide you more detail 
in writing on those reforms. And of course, that has always been 
at the center of our negotiations in IDA and around the World 
Bank capital increase. 

And the World Bank sets the standard for all the other 
multilaterals, and part of these other negotiations has been to 
make sure that we are pushing the rest of the regional develop- 
ment banks to adopt the higher standards set by the World Bank. 
And when the regional banks are better, we push the World Bank 
to get to the frontier of best practice. 

Mrs. Lowey. I think I have time for one more. 

Last September, the administration issued the first Presidential 
Policy Directive on Global Development, and the President made 
absolutely clear that the mission of the U.S. global development 
policy is to promote broad-based economic growth, democratic gov- 
ernance, support developing countries, et cetera. 

In accordance with this new policy, how is the Treasury Depart- 
ment making better investments in global development? Why is it 
in America’s interest economically to do so? And I think it is impor- 
tant that we review how Treasury is working with other agencies, 
such as Trade and Development Agency, USAID, Millennium Chal- 
lenge Corporation, to ensure that all U.S. policies that contribute 
to the fight against poverty are good investments — debt relief, 
human rights, et cetera. Perhaps you can answer that? 

Secretary Geithner. Well, thank you for raising that. Again, let 
me just underscore how important it is that people recognize that 
everything that matters in development, of course, depends on the 
actions of the governments in these countries. Ultimately, most of 
the resources they have available are going to come not from us or 
the World Bank, although they will be critical to them, but from 
their capacity to mobilize the resources of their country, and that 
is why the emphasis on growth. 

So it is very important that we are marshaling all our tools and 
instruments and programs in support of programs that are going 
to expand economic growth in these countries that will create more 
resources for those governments. And ultimately, those countries 
like Korea, for example, famously, will be able to graduate from 
these programs and work on their own. 

Now what this broad strategy does is force not just Treasury and 
AID, but the rest of the entities of government — Ex-Im, OPIC, et 
cetera — to work much more closely together. So that where we are 
acting, we are doing so in a complementary fashion. And there is 
a pretty good, well-established division of labor, and the role we 
have, of course, is to make sure that through the IMF, through the 
World Bank, the regional banks in particular, and through our 
technical assistance programs and the debt relief programs, that 
we are getting the biggest impact at the least cost, mobilizing as 
many resources from other countries as we can and supporting 
these broad-based reforms. 



473 


Those are things that are very hard for us to do bilaterally 
through AID. If you listen to the Secretary of State she reminds 
people that, as an example, you want to make sure where we are 
lending money or providing money, those countries have tax re- 
forms in place to make sure that they have reasonable effort to 
make sure that their citizens are paying their share, being citizens 
of those countries as well. 

And those are things you can really only do effectively through 
the IMF and the World Bank, where you have the capacity to im- 
pose broad conditions on economic policy. 

Ms. Granger. Thank you. 

Mr. Diaz-Balart. 

Mr. Diaz-Balart. Thank you. Madam Chairwoman. 

Mr. Secretary, I want to go back to two issues that you touched 
on before. One of them, going back to you mentioned that the 
changes vis-a-vis Cuba were minor. However, they have been cred- 
ited by 

Secretary Geithner. Modest, modest. 

Mr. Diaz-Balart [continuing]. Modest. Modest. Have been cred- 
ited by many as, frankly, helping prop up the regime. And after 
those changes, there been further crackdowns, the beatings of Las 
Damas de Blanco, the death of a political prisoner, the hostage of 
an American, et cetera. So, you know, obviously, there are many 
of us that believe that the administration needs to get tougher. 

But we already talked about that, and I know that is not really 
your policy area. I just wanted to mention that because I think it 
is pretty evident that it is not working. 

Talking about jobs, you mentioned free trade, and you mentioned 
free trade with Korea, and you said others. And I want to just 
briefly talk about the Colombia free trade deal. 

For south Florida and for Florida, Colombia is a huge trading 
partner. For the United States, it is a huge trading partner. As a 
matter of fact, the United States at least was, and I think con- 
tinues to be, the number-one trading partner, exporter to Colombia. 

And yet, since that free trade deal has not been sent forward to 
Congress, we have been losing market share. We have lost approxi- 
mately — I don’t have the numbers in front of me, but I will get 
those to you. I am sure you have them as well, about 50 percent 
of market share from our agricultural products. A lot of that loss 
is to Canada, and then, lo and behold, of course, to China. They 
are always present. 

And they then, subsequent to us negotiating the free trade deal, 
they have negotiated a free trade deal with the European Union. 
They are not exactly people who don’t look at human rights and 
issues that also concern the United States. Canada, I already men- 
tioned. 

So the question is this. I know the President has stated publicly 
that he supports it. Ambassador Valenzuela in Cartagena, Colom- 
bia, mentioned that the President supports it. 

When I was at the swearing in of President Santos in Colombia, 
I believe General Jones, who was then the national security adviser 
of the President, said to a group of us there that he thought it was 
a national security interest for the United States to pass that 
agreement. 
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Specifically then, I keep hearing about what is holding it up. But 
specifically, what are the specific issues, not big-term issues, and 
also, more importantly, what are the solutions? And when can we 
expect finally the President to move forward on that, to present it 
to Congress? 

Because that is thousands of jobs that we could create imme- 
diately without spending one taxpayer dollar. So, again, if you 
would please address that issue? Thank you. 

Secretary Geithner. As you know, the responsibility for negoti- 
ating this rests with my colleague Ambassador Kirk, and I can tell 
you, though, as he said publicly, that we are working very closely 
with the government of Colombia, at the President’s direction, to 
see if we can find a way to bring this agreement to the Congress 
for support. 

But let me just put Colombia aside for a second and welcome ev- 
erything you said about the importance of making sure that we are 
finding ways to expand more opportunity in those countries for 
American exporters. Because again, when we are not there, when 
we are not present, all we do is lose business, cede that opportunity 
to other countries. 

And we need to be able to demonstrate to the world that we have 
the capacity again to legislate agreements, good agreements for 
American businesses that protect our interest, but again, don’t put 
us in the position of progressively losing more ground. It is very 
important in Latin America, it is very important in Asia, and we 
are working very hard to put ourselves in the position where we 
can bring an agreement to you that the Congress will pass. 

But again, our test is to get something that will pass, and I am 
sure my colleague Ambassador Kirk will have a chance to talk to 
you in more detail about the specific constraints we face. 

Mr. Diaz-Balart. And again, if I may. Madam Chair, I under- 
stand that it is not your specific area. But I think I just need to 
express frustration. I think there is strong bipartisan support in 
this House for the current free trade deal. 

And the reality is that every day that goes by, not only do we 
lose market share, but it is also a geopolitical issue, as you know. 
And the message that it sends to our allies, that we abandon one 
of our best allies for whatever issue it may be. And frankly, to our 
enemies, which is that we are not going to stick with our friends 
is — and I know you agree with that. 

But I just would — the term is I am not saying “the messenger.” 
You are not a messenger, Mr. Secretary. But just express our frus- 
tration that we are — I think we are, frankly, not acting very re- 
sponsibly. I don’t think the urgency has been on this issue. It is 
an urgent issue. Every day that passes 

Secretary Geithner. I can assure you that we agree with you 
that it is very important to find a way to do this, and we are on 
it and working on it. 

Mr. Diaz-Balart [continuing]. But you don’t have any idea of 
when, timetables are? 

Secretary Geithner. That is something I want to leave to my col- 
league to explain because, as you know, it is kind of delicate, and 
we are trying to find something that we can legislate. 

Mr. Diaz-Balart. Sure. Thank you, Mr. Secretary. 
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Ms. Granger. Thank you. 

Talking about free trade, the North American Free Trade Agree- 
ment created — the United States created, after that time, the 
North American Development Bank. And as you know, it was cre- 
ated with the intent of helping communities along the U.S. -Mexico 
border. There has never been a more difficult time for those com- 
munities, ever. And we all know it, and we all see it in the paper 
all the time. 

So I would ask you, as we discussed earlier, isn’t it timely that 
the North American Development Bank look at ways in which 
NADBank can be more of a force for development? Because we 
have got the violence, of course, but it has been also devastating 
to the economy of Mexico and along those border towns, which also 
affects the border States. 

Secretary Geithner. I think it is the time, the right time to 
think about that. And as I told you earlier today, I would be happy 
to talk to my colleagues and come back to your staff on — see if we 
have some ideas for how to do that. But again, I think it under- 
scores, again, the value of these institutions. 

And just as we think about it in an NADBank context, we need 
to think about it in Afghanistan, where we have lives at risk as 
well, and in countries around the world where we face this tremen- 
dous opportunity to expand opportunities for American businesses. 
But I would be happy to work with you on how we can make sure 
that the NADBank is doing as effective, creative job as they can 
in helping advance those issues. 

Ms. Granger. Thank you very much. 

Mrs. Lowey. 

Mrs. Lowey. Thank you very much. 

I know time is running out. But I don’t think anyone asked a 
question about GEF, the Global Environmental Facility. I want to 
give you the opportunity. 

We know the Global Environmental Facility reduces the insta- 
bility caused by changing environmental conditions. Deforestation, 
which, when left unchecked, leads to significant population dis- 
placement, declines in global food supply, and major shortages of 
water. These are the very pressures that the Chairman of the Joint 
Chiefs of Staff, Admiral Mullen, noted “could generate conditions 
that could lead to failed states and make populations more vulner- 
able to radicalization.” 

The GEF takes on environmental challenges that are increas- 
ingly caused by activities outside the United States, but which neg- 
atively impact our environment and our economy. The Congres- 
sional Budget Justification states that the request of $143.75 mil- 
lion is consistent with our environmental and climate change prior- 
ities and that the U.S. was able to achieve important policy reforms 
to improve the GEF’s effectiveness with regard to country-owned 
business plans and resource allocations. 

So can you tell us, in your judgment, how does the GEF help im- 
prove the environment, reduce global instability, strengthen na- 
tional security, enhance U.S. leadership, and create jobs in the 
United States? 

Secretary Geithner. I can’t improve on what you said. I very 
much welcome the role you have played over a long period of time 
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in helping make sure the U.S. can participate in those important 
international initiatives. 

What I would like to say, though, is to say that alongside the 
GEF, please take a careful look at the climate investment funds, 
these are a package of requests that, together, we think give us the 
best capacity to make sure that we are helping countries address 
the broader challenges brought by climate change, other environ- 
mental changes. 

And again, I will make the economic case, too, for it. You quoted 
Admiral Mullen, but let me make the economic case. The world is 
going to be making major investments in energy efficiency, clean 
technology, all sorts of other things over a long period of time, and 
we have a very strong interest as a country in making sure that 
through funds like this, we are not just leveraging other contribu- 
tions for other countries, but they are supporting environmental 
policies that are better from the U.S. perspective. 

So I welcome your support for GEF, too. But look at these cli- 
mate investments, too, and long bipartisan tradition on this com- 
mittee in supporting those funds. 

Mrs. Lowey. As long as you answered that so quickly, I will take 
another couple of minutes because I did want to follow up on our 
discussion about aid reform. 

There is an example in Cambodia where OTA is building the gov- 
ernment’s capacity to effectively manage budgets through a multi- 
donor initiative to improve public financial management. We know 
this will go a long way to ensure that our aid dollars are effectively 
spent. 

However, this great work, much to my surprise, is being undone 
by your colleagues at the U.S. Trade Representative’s Office, where 
they are levying Cambodia with tariffs six times greater than what 
the U.S. provides in aid. So it seems to me that we should be help- 
ing countries use their own economic growth to address their prob- 
lems rather than taxing that growth and then replacing it with a 
far smaller amount in aid. 

So doesn’t our failure to think strategically and take a whole of 
government approach to development mean that we are taxing the 
very poor countries that we are trying to help? 

Secretary Geithner. I hope we aren’t, but I will be happy to take 
a look. 

Mrs. Lowey. And if you can check how Treasury is coordinating 
with other agencies to leverage its own efforts and ensure economic 
returns? 

Secretary Geithner. Again, very important question. Of course, 
we should be looking at what one hand of the Government is doing 
while we help support these objectives. I would be happy to pursue 
that particular question with my staff. 

But what you highlight is really one very important example of 
what we can do at very low cost, which is to put talented people 
in countries around the world who are trying to make sure that 
they can support reforms that will generate more resources for the 
countries with less risk of corruption, less fraud, less waste in that 
context. And we have tremendously talented people, supported by 
these technical assistance programs, you cited Cambodia, but in Af- 
ghanistan, in a whole range of other countries. 
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And again, if you listen to our generals on the ground, they can 
tell you how much of a difference those people have made in trying 
to make sure we are advancing our interests. And again, what we 
want to make sure is all the assistance we provide reaches the peo- 
ple it is designed to support, and that requires that you have very 
tough conditions and tough reforms against corruption and fraud 
and waste, alongside the humanitarian assistance, the economic as- 
sistance we are providing. 

And Treasury’s technical assistance program plays a — has a ter- 
rific record in many countries around the world, and we want to 
preserve the capacity to support those kind of reforms. 

Mrs. Lowey. I just want to say one other thing. Obviously, we 
are providing a lot of aid to Pakistan, and there were efforts re- 
cently to raise taxes on those who could easily pay the taxes. But 
it was more than the politics could bear in the country. 

So, on the one hand, we are trying to provide technical assist- 
ance, but it is pretty hard to overcome some of the powerful domes- 
tic forces. Let’s leave it at that. 

Secretary Geithner. Exactly. People don’t like to pay taxes. But 
they are more likely to pay taxes if you can make them more con- 
fident that they are not going to be wasted by their government, 
and that is why these reforms are a necessary complement to what 
we do even where the national security imperative is high and the 
humanitarian imperative is strong. 

Mrs. Lowey. Exactly. And thank you for your important work. 

Ms. Granger. Thank you, Mr. Secretary. 

This concludes today’s hearing. The record will remain open for 
Members to submit questions for the record. 

Ms. Granger. The hearing is adjourned. 
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The Administration appreciates the Committee’s interest in these important issues. In several 
cases we have based our answers below on the FY 2012 Budget request, as this reflects the 
Administration’s policy priorities and remains a good starting point for developing funding 
levels. Nonetheless, we are of course aware that there are ongoing bicameral, bipartisan 
discussions between the Administration and Congressional leadership on the Nation’s long-term 
fiscal picture. These conversations, along with the enacted FY 201 1 Appropriations, could 
impact eventual funding levels. We look forward to working closely with the Committee 
members as the process moves forward. 

Questions from Chairwoman Kav Granger 
International Monetary Fund Gold Sales 

1. How much has the IMF raised from gold sales since the FY09 emergency 
supplemental language was enacted? Was it more than estimated given the high 
price of gold? 

The IMF completed its sale of gold in December 2010 and generated total profits of 
$10.8 billion. Roughly $7 billion in profits will be used to fund the IMF endowment to 
generate interest over time and place IMF finances on a more stable footing over the long 
term. Another $1 billion will provide resources to finance IMF concessional lending for 
the poorest countries. This leaves approximately $2.8 billion in additional profits 
resulting from the higher than expected price of gold last year. 

2. Are any more sales of IMF gold authorized to occur? 

No. The IMF has completed its sale of roughly 13 million ounces in gold, and no 
additional sales are planned. 

3. Is the IMF continuing to streamline its operations and expenses as was promised in 
exchange for the authorized gold sales? Please answer in detail. 

The New Income Model agreed to by the Executive Board in 2008 was aimed at placing 
the IMF’s finances on a more sustainable path. As part of the New Income Model, the 
IMF management responded to calls for budget discipline by cutting expenditures by 
$100 million annually (roughly 10 percent), mainly through staff reductions (over 380 
positions out of 3000 total). A large number of these cuts were implemented just as the 
global financial crisis was generating increased demand for IMF resources. The U.S. 
continues to press the IMF for overall budget stringency and increased efficiency of its 
operations. 
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4. The IMF has been silent on its plans for the use of these proceeds; could you inform 
the Committee on what its plans are? 

The IMF Executive Board has already agreed to use $7 billion in profits to create the IMF 
endowment and another $1 billion to boost concessional lending to the poorest countries. 
The IMF is still considering options for using the remaining “windfall” profits. There are 
a wide range of options, including using the profits to further boost concessional lending, 
adding the funds to the IMF’s precautionary balances, placing the funds in the IMF 
endowment, or some combination of these options. At a Board meeting in April, 
Executive Directors expressed a wide range of views on how the funds should be used, 
and there was no clear consensus on any one proposal. IMF staff intends to revisit this 
issue with the Board in advance of the Annual Meetings in September 2011. 

5. The press is reporting that the IMF is planning an expensive renovation of its 
headquarters buildings, some of which are less than 10 years old. Is this true? Can 
you assure the Committee that gold sale proceeds will not be used for this purpose? 

The IMF is proceeding with the renovation of its Headquarters I (HQI) building 
constructed between 1973 and 1988; Headquarters 2 (HQ2) building which was 
constructed more recently is not part of the proposed renovation. The multi-year 
renovation will replace a number of systems in the building that are reaching or have 
already reached the end of their normal life spans with modem, energy-efficient options 
to reduce operating and maintenance costs. 

Gold sale proceeds will not be used to pay for renovations of the IMF’s headquarters. 
Approximately $7 billion in profits has been placed in the IMF endowment to generate 
interest over time and place IMF finances on a more stable footing over the long term. 

The remaining gold sales profits have been temporarily placed in a separate account in 
the General Reserve, walled off from other uses, until a decision is made on how to use 
the profits. The renovation to the IMF's headquarters is being funded through income 
earned on IMF loans. 

International Monetary Fund New Arrangements to Borrow (NAB) 

6. Please give the Committee a detailed update of the NAB's activation. When is it 
expected? 

The expanded NAB became effective (operational) on March 1 1 , 201 1 . 

Following a proposal by the IMF Managing Director, and the approval of the NAB 
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participants and the IMF Executive Board, all available NAB resources were activated on 
April I, 201 1, for a period of six months. 

7. Please give a detailed chart of all NAB resources, and from which country they 
were contributed. 


NAB Participants: Amounts and Shares 


Current Participants 

SDR 

millions 

USD 

millions' 

Australia 

4,370.41 

7,000.00 

Austria 

3,579.24 

5,732.80 

Banco Central de Chile 

1,360.00 

2,178.28 

Belgium 

7,861.85 

12,592.17 

Canada 

7,624.43 

12,211.90 

Danmarks Nationalbank 

3,207.78 

5,137.84 

Deutsche Bundesbank 

25,370.81 

40,635.92 

Finland 

2,231.76 

3,574.57 

France 

18,657.38 

29,883.15 

Hong Kong Monetary 
Authority 

340 

544.57 

Italy 

13,578.03 

21,747.66 

Japan 

65,953.20 

105,635.92 

Korea 

6,583.44 

10,544.56 

Kuwait 

341.29 

546.64 

Luxembourg 

970.59 

1,554.57 

Malaysia 

340 

544.57 

Netherlands 

9,043.72 

14.485.15 

Norway 

3,870.94 

6,200.01 

Saudi Arabia 

11,126.03 

17,820.34 

Singapore 

1,276.52 

2,044.58 

Spain 

6,702.18 

10,734.75 

Sveriges Riksbank 

4,439.74 

7,111.04 

Swiss National Bank 

10,905.42 

17,466.99 

Thailand 

340 

544.57 

United Kingdom 

18,657.38 

29,883.15 

United States 

69,074.27 

110,634.88 
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New Participants 



Banco de Portugal 

1,542.13 

2,470.00 

Bank of Israel 

500 

800.84 

Brazil 

8,740.82 

14,000.00 

China 

31,217.22 

50,000.00 

Cyprus 

340 

544.57 

Greece 

1,654.51 

2,650.00 

India 

8,740.82 

14,000.00 

Ireland 

1,885.52 

3,020.00 

Mexico 

4994.76 

8,000.01 

New Zealand 

624.34 

999.99 

Philippines 

340 

544.57 

Russian Federation 

8,740.82 

14,000.00 

South Africa 

340 

544.57 


Total 367,467.36 588,565.12 


1/ Using an exchange rate of 1.60168 USD = I SDR as of 
November 24, 2009. 

8. After NAB activation, what is the one year forward commitment capacity of the 
IMF? Does this include or exclude funds committed for the European bailout 
facility? 

As of April 21, the IMF’s forward commitment capacity was $435.5 billion, which 
includes activation of the NAB and takes into account all previously approved IMF 
lending commitments, including for precautionary programs. 

The IMF only commits resources to its members in the context of an individual IMF 
program. The IMF has not committed resources to support European lending facilities. 

9. Is there any agreement that the IMF has made within the past 5 years in which the 
IMF has not demanded to be the first creditor to be paid back by a borrowing 
country? 

No. The IMF’s status as the world’s preferred creditor has not changed in the past 5 
years. 

10. The press reported that the IMF committed to pay 1/3 of the costs of the $1 trillion 
EU stability fund. Is this true? How does this alter the IMF's usual loan approval 
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process? Please answer in detail. 

No. Contrary to press reports, the IMF has not committed resources to any EU funds, 
and the IMF’s approval process for lending to its members has not changed. Any request 
by an IMF member for the use of Fund resources requires approval by a majority of the 
total voting share of the IMF Executive Board. 

11. What are you doing to ensure that IMF policies do not disproportionately impact 
US jobs and economic growth, specifically with respect to European health 
budgets? 

For more than half a century, the IMF has promoted global financial stability and 
resolved crises when they occur, with strong bipartisan support in the United States. 
Continued U.S. support for the IMF as it provides its European members with policy 
advice and financial support is in the best interest of the United States. 

Financial stability and economic recovery in Europe is crucial to U.S. business recovery, 
job creation, and export growth. The IMF is working with many European countries on 
reforms to boost economic growth and restore sustainability to public finances, including 
timely payment of government suppliers. 

12. In 1995 when the US participated in a S50 billion bailout for Mexico, the United 
States, under Secretary Rubin, circumvented Congress and used funds from a non- 
appropriated source, the Exchange Stabilization Fund, to fund a bilateral portion of 
the Mexico bailout. Can you assure the Committee Members that you will not use 
similar sources of funds in the future, thereby bypassing Congress and the 
Committee? 

In 1995, with the approval of the President and key Congressional leadership. Treasury 
provided a $20 billion ESF facility to Mexico. This facility helped stabilize international 
financial markets and was fully repaid within two years. The ESF earned over one billion 
dollars in interest. 

Any use of the ESF must be consistent with its governing statute. Section 10 of the Gold 
Reserve Act of 1934, as amended (This legislation is found at 31 USC 5302.) Under 
Section 10, any use of the ESF by the Secretary of the Treasury, with the approval of the 
President, must be consistent with U.S. obligations in the International Monetary Fund 
“on orderly exchange arrangements and a stable system of exchange rates.” 

Congress appropriated funds to the ESF in 1934 and again in 1945. The ESF is subject to 
several statutory reporting requirements. 
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Questions about the World Bank's Global Food Security Trust Fund 

13. As of last year, only two other countries, Spain and Canada, had committed to 
funding the Global Food Trust Fund at the World Bank. Have any other countries 
donated to this program yet? Please answer in detail. 

The limited U.S. contribution to the Trust Fund in FY2010 ($67 million or 1 5 percent of 
our total pledge) and the delay in FY20 1 1 appropriations have significantly hampered our 
ability to mobilize contributions from other potential donors. Nonetheless, as of May 1, 
201 1, five countries - Canada, Spain, Australia, Ireland, and South Korea - had pledged 
$420 million to the Global Agriculture and Food Security Program. The Bill and 
Melinda Gates Foundation also pledged $30 million. Of these six partners, Canada, 
Spain, Ireland, the Gates Foundation and Australia have all contributed 100 percent of 
their pledges. Korea has only contributed 6 percent of its $50 million pledge to date, but 
we are working with the Korean Ministry of Finance to encourage them to fulfill their 
pledge. With the $100 million Congress appropriated for GAFSP in FY20I I, we have 
met 35 percent of our pledge. 


14. The FYll request is $408 million, and the FY12 request is $308 million. If the 
Congress were to fully fund these requests, what percentage would the US share be 
of the fund? 

The $100 million appropriated by Congress for GAFSP in FY201 1, combined with the 
initial U.S. contribution of $67 million, will bring the U.S. share of total contributions to 
the fund to 29 percent. 

If Congress were to fully fund the Administration’s FY12 request of $308 million and the 
fund mobilizes a realistic additional amount of $225 million from other contributors then 
the United States share of total contributions to the fund would reach 43 percent. 
However, because US support is a key catalyst to leverage other donors, over the 
medium-term we believe that the U.S. share should drop to the range of 25-30% as we 
continue to mobilize additional donors. 

15. Why hasn't this program been authorized? 

The Administration submitted authorizing language to the House Financial Services 
Committee and the Senate Foreign Relations Committee in the FY201 1 budget cycle. 
Treasury has briefed both committees on several occasions and to date, the committees 
have not pursued the authorizing language. 
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Multilateral Development Banks 

16. For each MDB for vrhich the US has agreed to a general capital increase, please 
detail specific reforms that must occur prior to the institution receiving any capital 
increase, the timeline for such reforms occurring, and the progress made as of 
March 15, 2011 at each bank for each reform. 

The answer below includes URL links to updates on capital increase reforms by each 
MDB. In highlighting certain of these reforms, we have reorganized the Banks’ own 
characterizations to provide greater comparability across institutions. 

African Development Bank 


During negotiations of the general capital increase of the AfDB, Management agreed to a 
robust set of institutional reforms. A matrix of key GCl reform commitments, as well as 
other information about the GCI, can be found at the following link: 
http://www.afdb.org/en/topics-and-sectors/topics/capital-increase/documents/ . Some key 
elements are: 

Sound Finances 

• Balance Sheet Flexibility . Status: At U.S. urging. Management created $4 
billion in additional lending headroom by updating its definition of usable callable 
capital and revising its liquidity policy to bring the Bank in line with the practice 
of other MDBs. 

• Loan Pricing . Status: In mid-2010, the AfDB adopted a strengthened loan 
pricing framework and raised the loan spread on sovereign loans by 20 bps to 60 
bps over the Bank’s cost of funds. 

• Financial Model . In early 2011, the Bank adopted a new comprehensive financial 
model with the following elements: (I) loan pricing to cover administrative 
expenses over the medium-term; (2) income allocation including targets minimum 
annual transfers to the concessional AfDF of SDR 35 million (about $53 million) 
per year in real terms, and at least 75 percent of net income allocated to low- 
income country support; (3) periodic review of reserve allocations to support 
long-term capital adequacy; and (4) effective administrative expense 
management. 
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• Risk Management . Management has committed to undertake a set of reforms to 
upgrade risk management functions during 2010-2012. Status: While initial 
steps slipped by a few months, in May 201 1 the Bank adopted a clearer risk 
appetite statement and agreed on measures to strengthen risk governance, 
including establishment of a new credit committee. A new capital adequacy 
framework will be considered by the Audit Committee in May 2011, and by the 
full Board later this year. Implementation of upgraded risk governance will be 
on-going during 201 1 and 2012. Management also pledged adequate capacity to 
cover an increase in investigations and audits to keep pace with the growth in 
Bank operations, which is an ongoing effort. 

Effective Management and Governance 

• Results . Status: In July 2010, the Bank adopted a Bank-wide Results 
Framework, including indicators to measure policy-based operations, regional 
operations, and private sector operations as part of a single reporting framework 
that covers all of the Bank’s interventions. 

• Human Resources Reforms . Status: The Bank undertook a staff survey in 2010, 
and has committed to undertake additional surveys every 2-3 years. The Bank has 
also committed to revise its Compensation Framework and retirement plan by 
2012, to enhance competitiveness and financial sustainability. 

Transparency and Accountability 

• Disclosure Policy . The Bank committed to adopt strengthened disclosure policy 
and practice by late 2010. Status: In April 2011, Bank management put forward 
a draft policy for review and comment by civil society, the private sector, and 
other stakeholders. The final disclosure policy is expected to be adopted in 
summer 201 1. 

• De Facto Government Policy . Status: In late 2010, the Bank adopted a policy on 
how the bank would engage with countries when de facto governments take 
control, in line with best practice established by the World Bank. 

Focus on Core Mission 

• Medium-Term Strategy . Bank Management committed to a review of its 2008- 
2012 Medium-Term Strategy (MTS) in mid-2010. Status: The timing has 
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slipped, with a paper for the MTS Review just issued for consideration by the 
Board in May 2011. 

Other 

• Urban Development Strategy . Status: The Bank adopted an Urban Development 
Strategy in April 2011. This strategy will help prioritize interventions within the 
bank's areas of comparative advantage. 

• Private Sector . Status: The Bank put forward a draft private sector development 
policy in May 2011 on which it is consulting with the board and external 
stakeholders. The policy is expected to help bring stronger attention to the role of 
private sector development across the bank's operations, including in 
infrastructure and economic governance. 

• Energy Sector Policy . Status: The Bank set up an Office of Energy and Climate 
in 2010, and is developing an Energy Sector Policy, which is expected to be 
issued in draft for Board review in May or June 2011. 

• Decentralization . The Bank agreed to complete a feasibility study on the 
possibility of establishing offices in Washington, Tokyo and Brussels in late 201 0. 
Status: An initial paper was prepared and a more detailed feasibility study is 
expected in the second half of 2011. These offices are expected to support 
stronger communication and cooperation with parliaments, financial markets, and 
other donors. 


Asian Development Bank 

The AsDB agreed to a set of reforms in the context of the General Capital Increase to 
support improved governance, efficiency, and delivery of assistance to their developing 
member countries. Information on the General Capital Increase can be viewed here: 
httD://beta.adb.org/publications/series/in-focus . The reforms agreed to in the General 
Capital Increase are described below. 

Effective Management and Governance 

• Human Resources Reform. Provide the Board, by mid-March 2009, a draft 
human resources action plan with time-bound commitments to implement all 
major recommendations of the consultant who performed the review of AsDB 's 
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human resources functions and seek Board’s views on the action plan. Status: 
The AsDB did provide, as agreed, a draft time-bound action plan for human 
resources reform in March 2009. The final time-bound action plan was updated in 
March 2010. We are closely monitoring the AsDB’s implementation. A priority 
for us is to improve accountability for those in supervisory roles through 
integration of development results into supervisors’ performance plans, which the 
Bank is implementing. 

• Human Resources Reform. Create a human resources committee of the Board 
that follows the Board working group 's recommendation. Status: The Human 
Resources Committee of the Board was established in June, 2009. This new 
committee of the Board, which includes the U.S. Executive Director, significantly 
increases the oversight of the human resources function. The Bank is currently 
implementing the time-bound action plan described above, and it recently 
completed discussions with the Board and other stakeholders on its "People 
Strategy," intended to consolidate and improve key corporate goals and 
accountability. 

• Human Resources Reform. Improve recruitment efforts for external and internal 
candidates for internationally recruited job vacancies including considering 
candidates simultaneously. Status: The AsDB is simultaneously recruiting 
internal and external candidates, and has been successful in upgrading capacity 
through external recruitment in some areas, such as safeguard experts and risk 
management. The AsDB is also taking more aggressive action to recruit a wider 
range of professionals, such as through the use of road-shows targeting a 
multicultural workforce and diverse skill sets, especially within the United States. 

• Safeguard Policy Commitments . There will be no dilution of safeguard standards 
and seek a broad consensus on all points among shareholders before finalizing 
any updates to AsDB 's policy and take the time required to achieve that 
consensus. Status: Treasury secured agreement that the new safeguards policy 
would strengthen protections relative to the existing policy, be harmonized with 
the safeguard policies of other MDBs (particularly the World Bank and the 
International Finance Corporation), and be consistent with the Pelosi Amendment. 
Treasury worked closely with Bank staff on specific language changes to meet 
these priorities. The update was unanimously supported by the Board, and 
became effective in January 2010. 

The AsDB is supporting the transition to the new policy by reaching out to its 
developing member countries. For example, the AsDB has held 13 orientation and 
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briefing workshops for nearly 500 participants and translated the safeguard policy 
document into eight languages. Furthermore, the AsDB is providing technical 
assistance to support initiatives to strengthen country safeguards (six technical 
assistance projects for a total of $6.9 million were approved in 2009). A trust fund 
is also under development to strengthen safeguard systems in developing member 
countries. 

Anti-corruption and Internal Controls Commitments. 

• Risk Management. Upgrade the Risk Management Unit to an Office in 2009, and 
increase its staff to support risk management of AsDB 'i increased private sector 
lending. Status: The AsDB has elevated the risk management function to report 
directly to the President and integrate it into the project preparation phase of the 
Bank’s operations. In addition, the AsDB has significantly upgraded its technical 
capacity by providing of additional resources and hiring more qualified personnel. 
In 2010, the AsDB will strengthen staffing for private sector operations, public- 
private partnerships, and credit risk management, all of which have been major 
priorities in our engagement with the Bank. These functions account for more 
than one-fifth of the new 2010 positions. 

• Anti-corruption. Separate the Integrity Division from the A uditor General 's 
Office. Status: The AsDB completed a split of the former Office of the Auditor 
General into two separate offices in 2009: 1 ) the Office of Anti-Corruption and 
Integrity; and, 2) the Office of the Auditor General (i.e., internal audit). This was 
a long-sought goal for the U.S. Of the new professional staff in 2010, two 
positions will strengthen the Anti-Corruption and Integrity Office and one will 
strengthen the Office of the Auditor General’s internal audit function. Our view is 
that the AsDB can further strengthen both offices through additional staffing and 
will continue to press them to do so. Furthermore, we are pressing the AsDB to 
improve accountability in the institution through an ongoing review. Expected 
improvements include a streamlined system to process complaints, stronger 
independence of the compliance review team, and more input from civil society 
organizations. 

• Sanctions Policy. Review the current policy of not publishing the AsDB ’s 
sanctions list. Status: As the result of an internal review, the AsDB has 
increased the disclosure of its sanctions list to include disclosure to other MDBs, 
bilateral aid and executing agencies, and members of the Board of Directors. On 
April 9, 20 1 0, the AsDB signed the joint agreement on cross-debarment with the 
other MDBs. Currently a partial list of firms and individuals debarred from the 
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AsDB’s operations can be found on the AsDB’s website; the partial list includes 
only those that have violated the terms of their debarment or firms whose current 
location can no longer be identified. The AsDB and other MDBs are working 
together to coordinate mutual enforcement of debarment decisions. 

However, the AsDB has not agreed to publish its complete list of firms and 
individuals debarred from AsDB activities on its external website. The Bank is 
concerned that publishing its complete list would expose the AsDB to charges of 
libel in the Philippine court system. We will continue to monitor the AsDB’s 
movements on this issue. 

• Audit Reform. Formalize principles for selecting the outside auditor in future 
selection processes. Status: In September 20 1 0 the AsDB Board, upon the 
recommendation of the Audit Committee of the Board, adopted formal principles 
for the selection of the outside auditor. 

• Whistleblower Protection . Implement consolidated and extended whistleblower 
and witnes.s protection provisions. Status: The AsDB has completed revisions to 
its whistleblower and witness protection provisions. The revision consolidates and 
extends AsDB's existing protections, which were previously disbursed throughout 
several documents. It reflects the best practices of other MDBs, the UN and other 
international organizations. It also responds to recommendations made by outside 
experts and AsDB staff about AsDB’s previous protections. 

Specific changes to the whistleblower provisions include: 1) consolidation of 
various AsDB documents into one piece; 2) improved accessibility of information 
about how AsDB responds to retaliation; 3) harmonized definitions with other 
MDBs; and 4) external reporting in certain circumstances. 

Focus on Core Missions 

• Increasing Resources for the Poorest . Triple net income transfer to the Asian 
Development Fund. Status: The AsDB has committed to increase net income 
transfers to the AsDF from $40 million to $120 million in 2009 and 2010. This 
commitment makes the AsDB the second largest contributor to the AsDF 10 
replenishment, behind only Japan. 

• Fee-Based Services. Broaden AsDB ’s use of fee-based services, particularly for 
knowledge products to higher-income developing member countries. Status: The 
AsDB is developing pilot programs for fee-based services to its more advanced 
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developing member countries. The AsDB has had little interest to date from its 
developing member countries. We expect that this is partly attributable to the 
financial crisis and its pressure on the fiscal balances of countries in the region, as 
well as a need for the Bank to refine its approach. 

We are closely monitoring the AsDB’s implementation of all these reforms, some of 
which as noted have already been completed. The AsDB prepares a quarterly tracking 
sheet to monitor the status of these reforms, which is shared with the Executive 
Director’s office. Moreover, in our frequent dialogue with AsDB management, we 
discuss the status of these action items. 

Inter-American Development Bank 

As a key element of the Ninth General Capital Increase (OCl) for the IDB, the U.S. 
Governor succeeded in securing a strong institutional reform agenda, which includes the 
reforms outlined below. In March 2013, the Independent Evaluator will deliver a report 
assessing the extent to which the Bank has fulfilled these mandates. For the IDB’s own 
characterization of the full list of reforms, see the following link: 
http://idbdocs.iadb.ore/wsdocs/getdocument.aspx7docnum-3529l 148 . 

Sound Finances 

• Income Management Model . The Bank has adopted a comprehensive income 
management model that allocates income and adjusts loan pricing to cover: (I) 
the Bank 's complete lending and grant programs, (2) minimum annual transfers 
of $200 million to the grant facility for Haiti, (3) a capital accumulation rule that 
preserves the financial soundness of the Bank, (4) all administrative expenses, 
and (5) requirements of the Capital Adequacy Policy. Under this model, decisions 
on budget, programming and loan charges will all be made simultaneously. Any 
changes in expenses must generate an automatic offsetting adjustment in loan 
charges or other expenses. Income on sovereign and 90 percent of income from 
private sector loans will never be allowed to fall below 90 percent of 
administrative expenses, consistent with the Bank's multiyear budget. Status: 
Fully implemented for the FYl I budget. 

Effective Management and Government 

• Development Effectiveness . The Bank will improve the quality of its loan 
portfolio through use of a new development effectiveness matrix (DEM). Further, 
the Operations Policy Committee, headed by the Executive Vice President of the 
Bank, will require that only projects meeting a quantitative minimum development 
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effectiveness threshold will be forwarded to the Board of Executive Directors. 
Status: The DEM was approved by the Board of Directors earlier this year. 

• Safeguards . Governors committed to updating the Bank 's environmental and 
social standards in line with international best practices and in a manner fully 
consistent with the recommendations made by an independent advisory group on 
sustainability in its final report (released in February 2011). Status: An action 
plan on the report’s recommendations is expected in Q4 of 201 1 . 

Transparency and Accountability 

• Disclosure . Status: On January 1 , 201 1 , the Bank implemented a new disclosure 
policy that is consistent with the highest standards applied by other institutions to 
include: {1 ) the replacement of a “positive list” of disclosed policies with a 
limited “negative list,” (2) a presumption of disclosure, (3) release of 
Board/Committee minutes, (4) an independent appeals mechanism, (5) voluntary 
disclosure of ED’s statements, and (6) disclosure of project-level results. 

• Inspection Mechanism . Status: The IDB Board has reformed the Bank’s 
Inspection Mechanism to assure its independence, mandate, and accessibility. The 
first cases have begun the review process under this new Mechanism, and phase- 
in coverage of all Bank policies will occur within the next three years. As a result, 
stakeholders will be able to ensure all of the Bank projects will meet the standards 
of the Bank’s own policies, a vital element of accountability. 

World Bank 


A matrix of key World Bank GCI reform commitments, as well as other information 
about the GCI, can be found at the following link: 

http://siteresources.worldbank.org/DEVCOMMINT/Documentation/228854l7/DC20l 1- 
0005(E)Modemization.pdf . Some key elements are: 

Sound Finances 

• Financial framework . World Bank Management has proposed a new financial 
framework that will take all major financial decisions on budget, pricing, and net 
income transfers at one time in the fiscal year. Loan prices will be raised 
sufficiently to cover a larger share of the Bank 's administrative budget. This 
reform will help in ensuring long-term financial sustainability and responsible 
management of the Bank 's finances. Status: Consistent with this framework, 
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loan prices have been raised twice in the last year. Last year, the Bank increased 
IBRD loan prices by 20 basis points. This year, the IBRD Board agreed to 
impose a surcharge of up to 20 additional basis points on loan maturities longer 
than 12 years. 

• Transfers . IBRD shareholders have agreed to a rules-hased approach to net- 
income transfers from the IBRD to IDA that will help make support to IDA more 
predictable and sustainable while maintaining prudent reserve levels. This 
agreement further strengthens IDA 's financial model and reduces its dependence 
on donor contributions. Status: Already, total internal resources devoted to 
rDA-16 are expected to increase by at least 40 percent over IDA- 1 5. In addition, 
the GCI agreement assured that the World Bank will maintain its robust transfers 
of income to the concessional window of $2 billion over three years. 

Transparency and Accountability 

• Disclosure . Status: In 2009, the World Bank revised its disclosure policy and set 
a new, high-quality standard among MDBs, including a shift from a “positive list” 
approach, in which disclosure is considered exceptional, to a “negative list” 
approach, in which disclosure is considered the norm except for exceptional 
circumstances. Other important policy changes include: 

• The creation of a formal, independent appeals process, through which 
members of the public can seek disclosure if they believe it has been 
wrongfully denied. 

• A commitment to release significant policy documents and certain project 
documents to the public at the same time that they are released to the Bank 
board. 

• A commitment to develop a system to provide project progress reports that 
permit recourse for affected parties who are concerned about project 
implementation impacts. 

Focus on Core Missions and Results 

• Comparative advantage . The Bank has developed and is now implementing a 
strategy that addresses the Bank is comparative advantages for supporting 
poverty reduction and economic development that includes engagement on global 
public goods. Internal resources will be aligned to support the strategy, and 
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management has agreed to implement a corporate scorecard to assess the Bank ’s 
performance. Status: Examples of these commitments translating into 
programmatic commitments include: 

• The World Bank has doubled lending to renewable energy and energy 
efficiency projects in the last two years, and expects to see continued rapid 
escalation of lending to clean sources of energy from its own resources 
and through trust funds that the Bank administers. 

• The Bank plans to double lending to agriculture in the next three years. 

In addition, the Bank has committed to reporting on development results for the 
first time across the institution. Starting in 20 1 0, for the first time the IBRD has 
begun reporting on four sector indicators. This will serve as the basis for 
establishing annual results reporting. 

• Human resources . Finally, the Bank has adopted human resource reforms to more 
strongly link the performance evaluation process to reflect results. 

European Bank for Reconstruction and Development 

In May 2010, the EBRD Board of Governors agreed to a capital increase of $14 billion 
(€10 billion) to respond to post-crisis demand, largely on terms advocated the US. Details 
of the capital increase can be found in the Fourth Capital Resources Review (CRR4) 
2011-2015 at http://www.ebrd.com/downloads/Dolicies/capital/crrl 1 IS.ndf As part of 
the capital increase, EBRD members agreed to the following reforms: 

Sound Finances'. 

• The EBRD’s 50 percent capital increase is comprised entirely of temporary callable 
capital, an innovation that is critical to reducing its cost to shareholders. The use of 
temporary callable capital gives the Bank the financial strength to support crisis-level 
lending in response to the regional effects of the financial crisis. This temporary 
callable capital will be returned to shareholders once the regional effects of the 
financial crisis have begun to recede. Status: In place. 

• In addition, the EBRD committed to revise its economic capital policy, which 
provides a forma! framework to prudently manage risks, while maintaining the 
Bank’s ‘triple-A’ credit rating. The revised capital policy is aligned with the best 
industry risk management practices and provides an improved basis for 
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communicating to rating agencies the risks faced by the Bank and the available 
capital maintained against those risks. Status: Completed. 

Effective Management and Governance: 

• EBRD committed to expand funding for its technical assistance and policy dialogue 
program, complementing and deepening the transition impact of its investment 
activities. Status: Completed. 

• The EBRD committed to join the multilateral agreement to cross debar firms and 
individuals found to have engaged in wrongdoing in MDB-financed development 
projects. Status: Completed. 

Transparency and Accountability: 

• The EBRD committed to update its enforcement policy for processing allegations of 
fraud, corruption, collusion or coercion in relation to activities and projects financed 
from the Bank’s resources. Status: In process. 

• The EBRD has updated its whistleblower policy, which is a critical component of the 
Bank’s anti-fraud apparatus. Status: Completed. 

Focus on Core Missions: 

• Status: The EBRD approved new business targets which should increase the 
geographic diversification of assets in the coming 2011 -2014 period, and gradually 
reduce the concentration of lending to large borrowers in the former Soviet Union. 

• EBRD will review its strategy for country graduation and post-graduation 
engagement, to check that resources are focused upon high impact transition 
opportunities in Eastern Europe and the former Soviet Union. Status: In process. 

17. What is the current level of budget support at each Bank, and will this level change 
after a general capital increase? 

World Bank 

In response to the global crisis, the World Bank increased Development Policy Loan 
(DPL) financing, which is its budget support instrument, to $20.7 billion on average in 
fiscal 2009 and 2010, up from $6.7 billion a year for the previous three years. However, 
budget support is expected to fall from its temporary spike of 47 percent of total lending 
in FY10 to 33 percent in FYl 1, which is more in line with historical averages. IDA 

Page 17 of 60 



495 


Questions for the Record 
Treasury Secretary Timothy F. Geithner 

House Appropriations Subcommittee on State, Foreign Operations, and Related Programs hearing on the Treasury’s 

FY 2012 Budget Request 
March 9, 2011 

budget support loans remained at historical levels of roughly 30 percent of total lending 
through the crisis. 

The exceptional level of DPL funding during the crisis provided a buffer that has allowed 
countries to continue to protect the poor. In Vietnam, for example, a DPL-funded 
stimulus package helped prevent an economic downturn and contributed to the 
establishment of 76,000 new enterprises in 2009. in Indonesia a DPL with a deferred 
draw-down option supported policy and institutional actions, including strengthening the 
institutional framework for handling possible bank failures, designed to prevent 
contagion from the crisis. 

In low-income countries, DPLs are supporting reforms associated with private sector-led 
growth in Armenia; economic management, trade, and integration in Bangladesh; public 
sector governance and public financial management in Burkina Faso; and agricultural 
development in Ghana. In middle-income countries, the Bank has responded to requests 
for DPLs that support labor market flexibility and efficiency of social services in 
Bulgaria; environmental reforms in Colombia; financial sector stability and development 
in Latvia; competitive financing terms and policy advice to support housing and climate 
change initiatives in Mexico; water, energy, and public administration reforms in 
Morocco; and standard setting for social services in Peru. 

African Development Bank 

The African Development Bank (hard loan window) provided about 1 8 percent of its 
lending in the form of budget support over the past three years, while the concessional 
African Development Fund provided about 20 percent of its loans and grants as budget 
support. AfDF budget support remains subject to a cap of 25 percent of total 
performance-based AfDF allocations. While the proportion of budget support lending is 
not expected to change as a result of the general capital increase, the AfDB’s annual 
lending volume is expected to rise from $2-3 billion per year pre-GCI (excluding the 
spike in crisis-related lending), to about $5 billion per year post-GCl. 

Asian Development Bank 

The AsDB’s primary strategy is poverty reduction through infrastructure finance. The 
AsDB provided only $1.68 billion in policy based lending (i.e., budget support) in 2010, 
compared to $15.5 billion in investment support (including cofinancing) in 2010. We do 
not expect this level of budget support to increase. 

Inter-American Development Bank 
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For the period 2007 through 2010, the IDB's level of budget support has averaged 17.4 
percent of total lending for the hard loan window and 1 7.5 percent for the concessional 
window. There is not expected to be any significant change after a general capital 
increase. 

Note that budget support, as share of total lending, is subject to a 30 percent limit for both 
hard and soft loan windows, to be imposed as an average over a multi-year period. 

18. Please detail the U.S. share as a percentage of total contributions for each 

multilateral development bank, fund, and trust fund that is part of the Treasury 
Department's Fy2012 request, and specifically, if the FV2012 request were fully 
appropriated, what would the US share as a percentage of the total become? Please 
be specific by account title in the appropriations request, i.e., include specific 
percentages for the Multilateral Investment fund, the Strategic Climate Fund, etc. 


Institution 

Full Prior U.S. share* 

FY2012 full appropriations 
share 

IBRD 

15.85% 

15.85% 

IDA 

10.79% 

10.40% 

African Development Bank 

6.6% 

6.6% 

African Development Fund 

11.9% 

11.6% 

Asian Development Bank 

15.57% 

15.57% 

Asian Development Fund 

10.0% 

10.0% 

Inter-American 

Development Bank 

30.06% 

30.06% 

Inter-American Investment 
Corporation 

24.93% 

24.93% 

Multilateral Investment 

Fund 

37.8% 

37.8% 

Strategic Climate Fund*’" 

10.5% 

18.6% 

Clean Technology Fund** 

18.5% 

23.9% 

Global Agriculture and 

Food Security Program** 

29% 

43% 

Global Enyironment Facility 

16.23% 

16.23% 


■"Indicates allocated U.S. shareholding in light of existing agreements under assumption of fully 
paying in our commitments for years prior to FY2012. 

■"■"Assumes that other donors provide $3 1 9 million to the SCF, $68 1 million to the CTF, and 
$225 million to the GAFSP. 
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North American Development Bank 

19. What is the annual operating income earned by the NADBank, what are the 
overhead costs, what is the level of outstanding loans and guarantees, and what is 
the number of employees for fiscal years 2009, 2010, estimated for 2011 and 
projected for 2012? 

Year: 

Operating income (before 
program activities) 

Overhead Costs 
Employees 

Overhead cost is defined as total operating expenses excluding non-cash expenses and less 
Direct expenses. 

** Note that FY 201 1 estimated operating income reflects the interest payments from NADB 's 
first bond issuance in 2010 (~$4 million) which will continue over the next ten years but staff 
estimates this to be offset by a steady rise in interest income from loan portfolio and investment 
securities. . 


FY2009 FY2010 FY2011 (e) FY2012 (p) 


$17,351,139 

$21,578,033 

$ 15,925,865** 

$16,944,252 

2.904,446 

2,639,805 

3,052,194 

3,184,673 

49.5 

52 

54 

55 


As of December 2010, NADBank has cumulatively approved $791 million in loans for 60 
projects and $89.8 million in grants for 39 projects and administered S564.7 million in EPA- 
funded grants to 89 projects in Mexico and the United States, The total investment value of 
all these projects is approximately $3.45 billion. 

20. What is the balance of the special reserve and what transactions were made from 
the Special Reserve in 2010? 

The Board of Directors defines the special reserve in the equity section to be three percent of 
the balance of disbursed loans, one percent of the undisbursed loan commitments, and three 
percent of the balance of guaranties, if any. The special reserve is established by transfers in 
from retained earnings. Amounts in the special reserve are to be used to pay costs associated 
with the enforcement of the Bank's rights under its loan and guaranty agreements, and to 
offset losses on any loan or guaranty. 

In 2010, the balance for the Special Reserve was $14,555,456. From 12/31/2009 to 
12/31/2010 the special reserve increased by $4.2 million due to the undisbursed loan 
commitment and outstanding loan balances calculated in accordance with the special reserve 
policy. No special reserve funds have been used to enforce rights under its loan agreements 
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or offset loan losses since the Bank’s inception. 

21. Ten percent of NADBank funds were required to be used by the Community 
Adjustment and Investment Program (CAIP), a domestic program run by the U.S. 
Department of Treasury. What were the unobligated and unexpended balances of 
the CAIP at the end of FYIO? How many employees are paid for out of CAIP 
funding, please detail CAIP funds spent in FY09, FYIO, estimated for FYll and 
projected to be spent in FY12? 

The CAIP is managed on a daily basis by staff of the NADBank (pursuant to a 
memorandum of understanding between the US Department of the Treasury and the 
NADBank dated August 31, 1995), subject to oversight of a Finance Committee 
consisting of several federal agencies, with the Department of the Treasury as its Chair. 
The CAIP available balance as of December 201 0 was $ 4,753,576. in Calendar Year 
(CY) 2010, total operating expenses were $416,844 with $1 ,450,000 in grants committed, 
to be disbursed over time. 

During CY 2010, the CAIP staff at the NADBank was reduced from 2.6 to 1.6 FTEs. 
Operating expenses in CY 2009 were $441,912, and $3,976,237 in grants were 
committed. Operating expenses for CY 201 1 are projected at $ 286,200; the CY 2012 
expenses have not yet been projected. Additionally, in FY 10, $37,848 was used in 
support to SBA-guaranteed eligible loans, and in FY 2009, $386,254 was used. 

SME Finance Challenge 

22. Please detail U.S. involvement in the SME Finance Challenge, what resources from 
the USG have been contributed to this G-20 commitment, how many proposals have 
been approved, and what is the status the US contribution to a multilateral trust 
fund to finance technical assistance. 

The G-20 initiated the SME Finance Challenge at the Pittsburgh Summit in November 
2009. Treasury, representing the U.S. as co-chair of the Financial Inclusion Experts 
Group (FIEG) and as co-chair of the SME Finance sub-group that was responsible for the 
Challenge, was actively engaged in the design and implementation of the Challenge, 

The competition was launched at the G-20 Toronto Summit in June 2010 andl4 winners 
have since been announced, with Leaders reiterating their commitment to mobilize the 
resources to implement the winning proposals. USAID committed to provide $5 million 
in grant financing and the Overseas Private Investment Corporation (OPIC) committed 
up to $200 million in investment financing, subject to approval by its Board of Directors. 
A multilateral trust fund called the SME Innovation Fund has been created at the IFC. 
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USAID is currently negotiating with IFC on the terms for its contribution. USAID will 
retain control over how its money will be spent, but the Innovation Fund will handle the 
overhead cost of disbursement and reporting. 


Haiti 

In July 2010, the IMF board approved a new $60 million Extended Credit Facility (ECF) to 
Haiti to provide a macro-economic framework and bolster Haiti’s reserves as it focuses on 
reconstruction. 

23. What other multilateral and bilateral debt has been extended to Haiti since July 
2010 ? 

Other than the $60 million IMF Extended Credit Facility (ECF), no new multilateral debt has 
been extended to Haiti since July 2010. Of the $60 million ECF, approximately $26 million 
has been disbursed to date. All assistance from the Inter-American Development Bank and 
the World Bank is in the form of grants. 

Venezuela is the only country lending money to the Government of Haiti. In addition to a 
$23 million commitment (of which $10 million has been disbursed) for the rehabilitation of 
the Cap-Haitien airport, Venezuela provides concessional financing to Haiti through the 2006 
PetroCaribe agreement, which provides for the delivery of fuel products to Haiti with the oil 
import bill divided between a cash portion (to be paid to Venezuela within 90 days) and a 
concessional loan portion (with the amount of the loan portion, interest rate and maturity 
based on international oil prices). Oil imports are expected to rise, with a projected 
accumulation of PetroCaribe loans of $230-285 million a year, increasing Haiti’s external 
debt to Venezuela, which stood at $180 million at end-January 201 1 following cancellation 
by Venezuela of $395 million in debt in 2010. 

Treasury Technical Assistance 

24. Please detail the level of transfers to this account in FYIO, estimated in FYll and 
projected in FY12. 

As shown in the attached tables [TAB 1 ], the Office of Technical Assistance (OTA) receives 
funding from a variety of sources. These sources include a direct appropriation - Treasury 
International Affairs Technical Assistance or TIATA - as well as transfers from other USG 
agencies, primarily the Department of State and USAID. On rare occasion, OTA has 
received funding from partner countries to support specific engagements in those countries. 
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25. How many personal services contractors (PSCs) were employed by OTA in fiscal year 
2010 and in which countries? 

The Office of Technical Assistance (OTA) utilizes personal services contractors, who are 
direct hires of the U.S. Department of the Treasury, to conduct technical assistance projects. 
OTA has a total of 201 active PSC advisors. Of this total, 50 are resident advisors assigned 
to work and live in a partner country, typically for a period of two to three years. Another 
141 PSCs are intermittent advisors, whose specialized skills may support the technical 
aspects of multiple projects. In addition, 10 PSCs serve as senior and regional advisors, who 
are typically based in the U.S. and have regional program development and management 
responsibilities. 

As shown in the attached summary of OTA projects (as of January 201 1) [TAB 2], these 
PSCs support 1 1 5 bi-lateral projects and eight regional engagements in a total of 49 
countries. Please note that in many cases OTA has multiple projects in a single country and 
there may be several advisors supporting each project. 

China and the Asian Development Bank 

26. Please describe the current lending to China through the Asian Development Bank? 

The total stock of commitments to China from the AsDB is $17.2 billion ($10.8 billion loans 
outstanding, and $6.4 billion in undisbursed loan balances). The interest rates on AsDB 
loans to China typically equal or exceed the rate at which China can borrow in private 
markets. Countries like China rely on the MDBs because their programs deliver the highest 
level of environmental and other social safeguards ~ in many cases higher than what would 
be possible for the central authorities to require of its sub-national entities. These loans are 
typically only a fraction of the entire project cost, but the environmental and other social 
safeguards apply to the entire loan amount. This means the AsDB and China benefit by 
implementing larger projects with higher standards. China’s capital contribution to the GCI 
was approximately $220 billion (of which the paid-in portion was $220 million), and China’s 
contribution to the tenth replenishment of the Asian Development Fund replenishment was 
$30 million. China has never borrowed from the Asian Development Fund. 

27. Do you expect that the Bank will reduce this lending? 

We fully expect the AsDB to live up to its commitment to have a relationship with China that 
is not based solely on new lending. The AsDB has very limited capacity to provide for all its 
developing member countries, even after the recent completion of the General Capital 
Increase (GCI). Therefore we have vigorously advocated and will continue to advocate for 
increased selectivity in AsDB operations, which includes a reduction in new lending to China 
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over the medium term. 

28. Please compare Bank lending to China with China's contributions to the Bank. 

The total stock of commitments to China from the AsDB is $1 7.2 billion ($10.8 billion loans 
outstanding, and $6.4 billion in undisbursed loan balances). The interest rates on AsDB 
loans to China typically equal or exceed the rate at which China can borrow in private 
markets. Countries like China rely on the MDBs because their programs deliver the highest 
level of environmental and other social safeguards - in many cases higher than what would 
otherwise be possible for the central authorities to require of its sub-national entities. These 
loans are typically only a fraction of the entire project cost, but the environmental and other 
social safeguards apply to the entire loan amount. This means the AsDB and China benefit by 
implementing larger projects with higher standards. China’s capital contribution to the GCI 
was approximately $220 billion (of which the paid-in portion was $220 million), and China’s 
contribution to the tenth replenishment of the Asian Development Fund was $30 million. 
China has never borrowed from the Asian Development Fund. 

29. The flscal year 2010 conference agreement withheld 10% of the U.S. contribution to 
the Asian Development Fund until Treasury reported to the Appropriations 
Committee on steps that the Bank is taking to improve internal management 
controls related to fraud and corruption. 

• What actions has the Bank taken in these areas so far? 

• What reforms are currently being implemented to improve anti-corruption 
efforts at the Bank? 

This report was transmitted to Congress on June 7, 201 1 . The report is attached. 

Debt Restructuring 

30. What are the unobligated and unexpended balances in the Debt Restructuring 
account at the end of fiscal year 2010. 

• The unobligated balance in the Debt Restructuring Account at the end of fiscal year 2010 
was $20,985,432. Of this amount, $19.8 million has been allocated to a Tropical Forest 
Conservation Act (TFCA) agreement with Indonesia and another $200,000 is expected to 
be allocated for TFCA audit/evaluation. Roughly $676,000 of the remainder is intended 
to be applied toward a $75.4 million outstanding commitment to the HIPC Trust Fund. 
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• The unexpended balance in the Debt Restructuring Account was $25 1 ,235,234.37 at the 
end of fiscal year 2010. That amount was down to $137,548,783.37 at end-March, 2011. 
Additional large declines are expected as agencies request outlays associated with debt 
reduction for the Democratic Republic of the Congo. 

31. Please list the source of funding (i.c., year of appropriation) for all unobligated 
balances. 

• Of the $20,985,432 In unobligated balances at the end of fiscal year 2010, $19,800,000 
was provided in 2009 and $509,049 was provided in 2010. The remainder, $676,383, is 
“no year” funds that were part of a $224 million FY 2002 appropriation for the HIPC 
Trust Fund. 

International Logging 

32. What has been the impact of the second proviso of section 7081 (d) of Public Law 
111-117 on II.S. multilateral and bilateral assistance? 

Treasury shares the concerns of members of Congress about the adverse biodiversity and 
climate impacts caused by the loss of tropical forests, and works bilaterally and 
multi laterally to preserve and protect tropical forests. Overly broad Congressional 
restrictions in this area, however, could inadvertently impede U.S. efforts to work 
through multilateral development institutions to advance a number of key national 
security and economic objectives in developing countries, including working with 
developing countries to halt tropical deforestation. 

The recent amendments made to section 7081(d) by the Department of Defense and Full- 
Year Continuing Appropriations Act, 2011, Public Law 112-10, appear to provide the 
Department with flexibility to permit the United States to continue its leadership role in 
supporting the MDBs. 

Section 7081(d) may impact certain other Treasury activities, e.g., those funded through 
the Tropical Forest Conservation Act (TFCA), and we are currently evaluating those 
impacts. TFCA appropriations for fiscal year 201 1 have not yet been allocated. 

Inter-American Development Bank 

The IDB, in its Development Effectiveness Overview (2008-2009) (available at: 
http://idbdocs.iadb.org/wsdocs/getdocument.aspx?docnum=35 160033) found that the 
actual evaluability of projects had deteriorated since 2001 when measured using a 
consistent methodology. In 2009, the Office of Evaluation and Oversight at the IDB 
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found that 88 percent of the approved projects had no adequate evaluability 

dimensions. 

33. What are the reasons that the IDB can only reliably assess 12 percent of its projects 
for results? 

The Office of Evaluation and Oversight (OVE)’s 2009 report identifies reasons for this 
performance, including the increase in lending during the financial crisis of 2008-09. The 
U.S. govemmenf s concern for project evaluability is a primary reason for underscoring 
the need to establish a development effectiveness matrix (DEM) and project-level 
reporting with stronger metrics as part of the GCl reforms. It is important to note the 
timing of release of the reports mentioned. The OVE report was released in October 2009 
and provided several recommendations for the DEM. U.S. Treasury and the USED’s 
office worked closely with IDB to incorporate many of OVE’s recommendations into the 
final version of the DEM, which was approved by the Board of Directors on March 9, 
2011. The new DEM includes provisions to allow for ex-ante project-level evaluability, 
compliance with institutional priorities, economic rate of return calculations, and ex-post 
impact evaluations. 

While work remains to be done to achieve desired evaluability results, the IDB’s Policy 
and Evaluation Committee (PEC) notes strides in becoming a results-based organization 
in 2010. For example, 96 percent of sovereign loans achieved the GCI evaluability 
threshold in 201 0, a marked jump from less than a quarter of sovereign loans in 2008. 

The percentage of projects approved with rigorous evaluation design rose from 1 1 
percent in 2009 to 27 percent in 2010. The introduction of the DEM will significantly 
raise these figures for 20 1 1 data. 

34. Does the Treasury Department have any means to assess IDB projects for results or 
does it rely on internal IDB evaluations? 

Every project is reviewed before approval by an interagency team, which includes 
Treasury, State, and USAID personnel, and we look to the DEM scoring as a key input 
into our position. We place a high priority on all projects meeting the DEM threshold. 

As previously noted, the USED’s office and U.S. Treasury personnel have been actively 
involved in creating the DEM. In its current form, we believe it will be an essential tool 
to transform the IDB’s approach to lending into a results-based model. We will continue 
to monitor and verify this process, which includes a 201 3 independent evaluation of 
implementation of the DEM and other GCl reforms. 
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Last year, the IDB hired the firm of Global Compliance Services, Inc. to review the 

Bank’s systems for ethics and whistleblower protection among other integrity issues. 

This is the second such review in less than three years. 

35. When is this review expected to be complete, will Congress be informed of the 

findings, and is the Treasury Department concerned that basic internal oversight at 
the IDB is compromised? 

The IDB engaged Global Compliance Services Inc. (“Global Compliance”) on December 
16, 2010 (as a result of a competitive process and a decision by the Bank’s Board of 
Executive Directors) to conduct an independent and comprehensive review of the Bank’s 
ethics, conduct and grievance systems. Global Compliance submitted their report to IDB 
Management and the Board of Executive Directors in May 2011, and the Board has been 
considering Global Compliance’s recommendations along with comments on the 
recommendations by Management, the Staff Association, and the Administrative 
Tribunal. Based on the guidance of the Board (which supports nearly all of the 60 
recommendations made in the report). Management is preparing an Action Plan to 
implement the report’s recommendations. 

In 2008, the IDB engaged an external group of experts, headed by former United States 
Attorney General Richard Thornburgh, to conduct a review of its anti-fraud and 
corruption framework, which focused on detecting, addressing, and preventing fraud and 
corruption in IDB operations. The present review does not duplicate the review 
conducted by General Thornburgh or otherwise cover the same areas of focus, but 
focuses on internal IDB staff ethics and conduct issues, as well as administrative 
grievance procedures. 

One of our primary roles as a shareholder on behalf of the United States in any MDB is to 
advocate for internal policies, rules and procedures that establish clear and high ethical 
standards of conduct, and effectively, efficiently and fairly hold accountable officers and 
staff who violate those standards at all institutions where we participate. It was in 
furtherance of this role that the Office of the United States Executive Director (USED), 
working closely with other Executive Directors, encouraged the IDB’s senior 
management to undertake the Global Compliance review in order to determine whether 
any improvements should be made to the Bank’s ethics, conduct and grievance systems. 

The analysis and recommendations in the review were informed by a comparative 
analysis of the IDB’s systems with those of other similar multilateral organizations, as 
well as feedback provided by IDB employees, senior officers, Executive Directors, and 
specialized staff involved with the bank’s ethics, conduct, and grievance systems (such as 
members of its Administrative Tribunal). 
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We note that there has been very good collaboration and cooperation between the IDB’s 
senior management, members of the Board of Executive Directors, including the USED, 
and the consultants from Global Compliance, on this review and consideration of its 
recommendations. 

36. Has the Code of Ethics at the IDB been suspended at any point in the past 18 
months? 

We are not aware of any such suspension during the last 1 8 months or at any other time 
since the current Code of Ethics and Professional Conduct was adopted in 2007. 

The Convention on the Settlement of Investment Disputes Between States and Nationals 
of Other States (ICSID Convention) at the World Bank is the preferred arbitration 
mechanism used by many countries to resolve international investment disputes. 
Argentina is the first country to refuse to abide by ICSID Convention awards rendered 
in favor of the U.S. 

37. Is the Treasury Department aware of this current issue? 

Yes, the Treasury Department is aware of the issue and has been following it closely. 

We have met numerous times with the U.S. companies involved. We will continue to 
monitor their cases, along with our colleagues at other United States Government 
agencies. 

38. Will the U.S. Executive Director at the World Bank be instructed by you to vote 
against future World Bank loans for countries who do not abide by the ICSID 
Convention? 

Our general approach to multilateral development bank projects is to review them on the 
merits. We recognize Argentina’s history of poor treatment of investors as risk factors for 
World Bank programs. 

In our discussions and Board statements at the World Bank and the Inter- American 
Development Bank, we have called upon Argentina to honor final ICSID arbitral awards, 
and have pointed out the damage to Argentina’s investment climate from its failure to 
meet its obligations to investors. As a minority shareholder in the MDBs, however, we 
are unable to prevent these loans from getting approved. 

39. What impact will Argentina's actions have on the credibility of the ICSID 
Convention system? 
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While we have serious concerns about Argentina’s actions, we believe the ICSID system 
remains robust and effective. The majority of ICSID members and signatories to the 
Convention wish to attract foreign investment to their countries, and understand that 
failure to honor a final ICSID arbitral award would be detrimental to that goal. 

World Bank Issues 

Procurement-. Program For Results (P4R) is the World Bank's new lending instrument, 
which will allow borrower governments to use their own procurement rules, whether 
they are equivalent to Bank best practice or not, in a wide range of Bank projects. In 
addition, if there are reports of corruption, the Bank’s “preferred approach” will now 
be for the government in question to investigate itself, replacing the current practice of 
the Bank’s Integrity Unit doing investigations. Furthermore, under the P4R, Bank 
funds are to be co-mingled with those of other public and private institutions, thus 
making it more difficult if not impossible to attribute corruption to Bank’s funds. 

This program opens a number of doors to corrupt practices and would appear to 
contradict your point that the Bank has focused on “combating corruption in 
developing countries.” Additionally, a lack of transparency and standards in its new 
policies are going to make it more difficult for U.S. companies, especially small and 
mid-sized, to participate in any way in Bank projects. 

40. How far along is development of the P4R proposal? 

The P4R concept note has been discussed by the Board’s Committee on Development 
Effectiveness and the full Board. The bank has undertaken extensive public consultation 
(the schedule and recaps of international consultation can be found at 
http://web.worldbank.org/WBSITE/EXTERNAL/PROJECTS/EXTRESLENDlNG/Q..con 
tentMDK:22863227~pagePK:732 1 740~piPK:75 1 4729~theSitePK:75 14726.00.htmn . 
Bank management plans to send a paper in July to the Board Committee on Development 
Effectiveness for discussion on August 3. . Bank Management expects to circulate a final 
paper before the end of 201 1 for full Board consideration. 

41. Will the United States oppose it? 

The proposed P4R new lending instrument is still in the policy formulation stage. We 
believe it is important for the Bank to pursue innovation in its policy instruments. 
However, innovation should not be undertaken in a way that undermines core principles 
that have long been priorities for the United States, such as strong procurement standards, 
anti-corruption policies and environmental and social safeguards. The United States, 

Page 29 of 60 



507 


Questions for the Record 
Treasury Secretary Timothy F. Geithner 

House Appropriations Subcommittee on State, Foreign Operations, and Related Programs hearing on the Treasury’s 

FY 2012 Budget Request 
March 9, 2011 

though the U.S. Executive Director and the Treasury Department, has been working with 
Bank management and U.S. civil society and business communities to advocate for wide 
public consultation and to address concerns regarding this proposed lending instrument. 
The United States will make a final determination whether to oppose or to support the 
proposed lending instrument once it is clear how satisfactorily these concerns are 
addressed, 

42. How will the U.S. Treasury monitor World Bank projects for corruption if P4R is 
implemented? 

Bank management’s concept note indicates that the Bank’s Department of Institutional 
Integrity (fNT) will retain its ability to launch an investigation of P4R lending, with or 
without a parallel investigation carried out by the borrower government. We have 
requested elaboration from management and expect that management’s revised paper for 
discussion on August 3, at the Board Committee on Development Effectiveness will 
address this issue. 

43. How will the U.S. Treasury monitor access U.S. companies have to compete for 
World Bank procurements if P4R is adopted? 

Under Bank management's proposed P4R lending instrument, the Bank would disburse 
general financing support for a borrowing country’s program of expenditure based on 
disbursement linked results indicators. Since the Bank would not provide financing for 
specific contracts for an investment project, it would not be possible to monitor access of 
U.S. companies. 

44. What will be the impact on other multilateral development banks if P4R is adopted 
given that they have been urged to adopt World Bank "best practices" for 
procurement. 

We expect the other MDBs to follow closely the discussions about the World Bank’s 
proposed P4R program. Other MDBs, particularly the Inter-American Development 
Bank, have had varying experiences with results based lending instruments. 
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Ethics'. !n past years, the World Bank has reportedly made advances in fighting corruption in its 
operations. As part of this effort, the Chief Ethics Officer developed the strategic plan for the 
Office of Ethics and Business Conduct that enabled the department to assume responsibility for 
investigations of allegations of staff misconduct. However, the Chief Ethics Officer who held the 
position since 2007, unexpectedly resigned on February 28, 2011 . At any institution, the sudden 
resignation of a senior oversight officer raises questions about the independence of the office 
itself, and this departure is no exception. Therefore, I have 2 questions: 

40. What were the circumstances surrounding the recent resignation of the Chief Ethics 
Officer from her post? 

41. Is the Treasury Department concerned about the independence of ethics officers at the 
World Bank given this unusual and unexplained departure? 

{Clerk's Note: The Department did not provide responses to these questions) 
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Questions from Ranking Member Nita M. Lowev 

Iran 

1. This Subcommittee has been deeply troubled with World Bank interaction with 
Iran. In previous years, the Subcommittee has been told that this disbursement 
could not be stopped because the United Nations Security Council Resolution 
exempted humanitarian and development activities. 

• What mechanisms are in place to ensure that the funding is used for the 
intended humanitarian purposes and are not diverted to other purposes? 

As discussed below, the World Bank has numerous oversight and fiduciary 
mechanisms in place to prevent its loan disbursements to Iran from being re-disbursed 
to unauthorized uses (see below). 

• What safeguards does the U.S. have in place for all lending by the World Bank? 
How does Treasury follow these loan disbursements? What checks do you have 
in place to monitor the Bank and ensure it is checking the legitimacy of the 
expenditures? 

All loans under consideration by the World Bank must come before the Board of 
Directors for approval. The Office of the U.S. Executive Director of the World Bank 
conveys all upcoming loan information to the U.S. Department of the Treasury to 
enable staff to review loans to ensure compliance with Treasury policy and legislative 
mandates. Treasury staff in concert with USED’s office then make a recommendation 
to Treasury senior management on those projects which are controversial or where 
the United States is considering abstention or voting No. The USED, in consultation 
with Treasury senior management, then executes whatever intervention or voting 
position is determined. Although the United States, given its voting share, cannot veto 
loans to Iran, the USED’s office works frequently with Bank staff and Management 
in order to convey our ongoing opposition to the Bank’s involvement in Iran. In 
addition, the Bank has a number of mechanisms in place that apply to all loans, as 
well as some that apply specifically to Iran projects, to ensure that funds are being 
used for the purposes for which they were disbursed. 

Site visits. As part of regular project supervision and due diligence, the IBRD's 
technical teams visit the field and examine the progress of project implementation on 
the ground to ensure that project objectives are being met and that Bank funds are 
being used for their intended purpose. 
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Disbursement procedures . Funds are made available to projects using Bank 
disbursement procedures. The Iran portfolio follows transaction-based disbursements 
where each of the two projects that are still active (with funds available for 
disbursement or loans in repayment) has opened a Designated Account to be used 
solely for the project. 

Financial audits as per the loan agreement . Each project is required to remit to the 
Bank on a yearly basis an audit report issued by an external independent auditor. 
These audit reports are due six months after the end of the Iranian fiscal year. 

Field review of documentation and invoices . When the supervision missions are in 
the field, the project Financial Management Specialist performs verification on a 
sample basis of the invoices and supporting documentation regarding payments made 
from the loan proceeds (Statement of Expenses Review). 

Procurement review . The Bank’s Procurement staff carries out a prior review of 
contracts above certain thresholds and conducts post reviews of a sample of contracts 
under each project for compliance with Bank Procurement Guidelines and the Loan 
Agreement. 

Complaints . The Bank hosts a complaint database that compiles anonymous 
complaints from bidders or any other party related directly or indirectly to the 
tendering process. All complaints related to fraud and corruption are systematically 
forwarded to the Bank's Institutional Integrity Unit for further processing. 

IFC loans : If the client fulfills all the Conditions of Disbursement (CODs) (which are 
confidential but consistent with the law) and. in addition, requests a disbursement, 
then the IFC disburses. 

o What safeguards does the World Bank have in place for loans to Iran? 

All projects in the Iran portfolio go through an additional screening on 
procurement and disbursement. These mechanisms screen transactions under 
Bank-financed projects to ensure that no loan funds are used for prohibited 
goods and materials or for the benefit of persons or entities designated by the 
relevant UNSC resolutions. These include: 

• Verification by the Bank's Loan department. No payments above 

US$10,000 are made by the project from the designated account unless a 
Pre-Approval Request (PAR) number is received from the Bank 
authorizing the project to issue the payment. To receive a PAR, each 
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project sends the Bank a copy of the invoice, the beneficiary name, and a 
description of the expenditure. The Bank checks the name of the 
beneficiary against UN and U.S. lists of sanctioned entities. Upon 
confirmation that the beneficiary name is not listed, a PAR is issued to the 
project. Designated accounts are held with approved banks. 

• Procurement verification-. Specifications of all goods, materials and 
equipment estimated to cost more than US$10,000, which are slated for 
procurement under Bank financed projects, are sent to GPCL (a procurement 
consulting firm in Bombay, India hired for this purpose) for review. GPCL 
conducts a thorough technical review of goods, materials and equipment to be 
procured to confirm that the specifications of these goods, materials, and 
equipment do not match specifications of the goods, materials and equipment 
listed in the documents (i) S/2006/814 and (ii) S/2006/815 of the UN Security 
Council, and therefore, are not classified as "prohibited items" under the 
UNSC resolutions. 

o Is Iran receiving more in disbursements from the World Bank than it is 
repaying to the Bank? In other words, is Iran receiving a positive flow of 
resources from the Bank? 

Beginning in Q3 2010, Iran began to repay more to the World Bank than it 
received in disbursements. For the 201 1 calendar year, the Bank estimates that 
the net flow of resources out of Iran (including payment on interest) will be 
$34.7 million. Therefore, beginning in Q3 2010, Iran’s relationship with the 
Bank did not add further resources to Iran’s Treasury. 

• Have the loans assisted the Iranian regime in building its capacity to strike at 
neighboring countries? Has the World Bank made any questionable loans to 
Iran that fall outside of clear humanitarian or accepted human-development 
principles? 

We do not believe that any World Bank assistance has allowed Iran to build its 
capacity to strike at neighboring countries. All newly originated World Bank loans 
over the past decade can be classified as either disaster assistance and response to 
humanitarian needs (two loans — the “Earthquake Emergency Recovery Project” and 
“Bam Earthquake Emergency Reconstruction”), or accepted human development 
purposes as put forward in the Millennium Development Goals. The latter category 
includes three projects on water and sanitation, one on healthcare and nutrition, one 
on urban housing, and two on environmental land and water management. 
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• What is Treasury doing to prevent further multilateral bank loans to Iran? 

The United States does not support sending U.S. taxpayer money to Iran and has 
consistently voted against - and worked to oppose - World Bank activities in Iran 
since the 1980s. We will continue to oppose any assistance for Iran. The United 
States has successfully fought to keep the Bank from negotiating a Country 
Assistance Strategy (CAS) with Iran. 

• Does the World Bank fully comply with United Nations sanctions on Iran? 

Yes. The World Bank fully complies with United Nations sanctions on Iran (UN 
Sanctions on Iran were passed in December 2006. and expanded in March 2007, 
March 2008 and June 2010). The Bank reviews payments and contracts under World 
Bank financed projects to ensure that no loan funds are used for the financing of 
goods prohibited by the UN sanctions or for payments to designated entities and 
individuals. All transactions are screened against the UN prohibited lists before the 
Bank authorizes payment. 

Note that Security Council Resolution 1737 (March 2007) on Iran, while calling on 
member states and international organizations to refrain from making new financing 
available to Iran, exempts humanitarian activities conducted by international financial 
institutions from this prohibition. 

International Commitments v. Domestic Priorities 

2. Funding to multilaterais through international financial institutions is an extremely 
cost effective way to advance U.S. priorities in the developing world. 

• What would funding levels equal to 2008 mean for; 

o The Asian Development Fund, which provides loans and grants to support 
basic health care, education, infrastructure and economic development 
resources to front line countries such as Pakistan and Afghanistan? 

The Asian Development Fund is a window at the Asian Development Bank that 
supports the poorest borrowers in Asia, and is making important investments in 
Afghanistan’s energy sector. This support - all of it in grant form — will enable 
65 percent of urban households and 25 percent of rural households to gain access 
to power which in turn is expected, in combination with other investments in 
irrigation capacity, to lead to an annual increase in agricultural exports of nine 
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percent per year through 2015. In 2010, the AsDB completed the construction of 
Afghanistan’s first railway, a project of particular importance to our military. In 
fact, on numerous occasions. General Petraeus has pointed to the critical role that 
the AsDB and World Bank are playing in support of U.S. efforts in Afghanistan. 

The Asian Development Fund received no funding for 201 1. A similar outcome in 
2012 could lead to significant cuts in planned programming for Afghanistan and 
other poor countries in the region. 

o The International Development Association, which provides debt relief to 
developing countries and is supporting an integrated agricultural initiative to 
address the global food crisis? 

IDA is the World Bank facility that makes highly concessional loans and grants to 
the world’s 79 poorest countries. It has the most global impact of any 
development fund. Over the last decade, IDA funding has helped save at least 13 
million lives, immunized over 310 million children, built more than 73,000 miles 
of roads (enough to circle the globe nearly three times), constructed and renovated 
23,000 health facilities, and provided access to water and sanitation for more than 
177 million people. ' 

Funding levels equal to 2008 levels would force IDA to reduce lending to poor 
countries, including Haiti, during a period of rising food and fuel prices. 

America’s credibility would be undermined, as would our ability to promote U.S. 
objectives at the World Bank. Absent U.S. leadership, other countries could also 
reduce their funding to IDA. Finally, because we use IDA to fund debt relief 
through the MDRI, funding at the 2008 levels would result in the U.S. going into 
arrears on our MDRI commitments - creating a double jeopardy scenario for the 
poorest countries, 

o The Global Environment Facility, which provides grants and loans to 
preserve some of the most vulnerable habitats in the world? 

In FY 2008, the Global Environment Facility (GEF) was funded at $81.1 million. 
However, the United States’ commitment to the GEF from 201 1 to 2014 is 
$143.75 million annually. Therefore, funding at FY 2008 levels would cause the 
U.S. to accumulate additional arrears. This level of funding could severely limit 


I World Bank Results Reporting: httD://www.worldbank.ore/ida/resu lts-at-a-glance.html and 
http://www.worldbank.org/ida/ida_abc.htinl 
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the leverage of the U.S. in negotiating for funding increases to the GEF from 
other countries, as well as in negotiating for continued reforms to the GEF to 
improve its effectiveness in delivering global environmental benefits. Each U.S. 
dollar contributed to the GEF leverages five additional dollars from other donors, 
and four times that from other sources in the projects themselves for a total 
leverage of 20: 1 . Therefore, an additional $60 million per year contribution from 
the U.S. translates to over $1 billion more per year for the global environment. 

GEF’s work helps preserve some of the most vulnerable habitats in the world. 

The GEF supports projects that address the key drivers of biodiversity loss and 
that focus on the highest leveraging opportunities to achieve sustainable 
biodiversity conservation. For example, the GEF is supporting a project to 
improve the management of the richly biodiverse Eastern Arc Mountains of 
Tanzania, which are home to two notable and Endangered species, the 
Loveridge’s Sunbird, a bird endemic to these mountains, and the Sanje mangabey, 
a primate. Thanks to efforts by the GEF, nature reserves in this region are now 
four times more likely to be spared deforestation than unprotected forests. 

o The International Fund for Agricultural Development, which provides 

grants and loans to the poorest of the poor to support food security programs 
as a complement to U.S. government funded programs? 

Funding levels equal to 2008 would constitute a 40 percent cut in support from 
IFAD’s largest contributor, the U.S. This would force IFAD to reduce its support 
for agricultural development, food security, and nutrition for the poorest of the 
poor. This would translate into fewer results on the ground from projects such as 
the following; 

■ An IFAD project in Bolivia that enabled the land titling of 1 .3 million 
hectares of indigenous people’s land, directly benefiting 157 communities 
and 2,846 families. 

• An IFAD project in Mozambique that contributed to improved health and 
education by rehabilitating 17 health centers, providing clean water for 
19,000 households (76,000 people), and improving 37 schools, including 
additional teaching staff. 

• An IFAD project in Ghana that improved production of key root and tuber 
crops, and led to average productivity increases of 1 05 percent for cassava 
and 98 percent for sweet potatoes. 
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o And how would 2008 levels affect the ability of the United States to meet its 
commitment to global debt relief efforts? 

Funding levels equal to 2008 would preclude the United States from meeting its 
commitment under the Multilateral Debt Relief Initiative (MDRI). MDRI was 
proposed by the G8 in 2005 in order to free up additional resources to help 
heavily indebted poor countries (HIPCs) reach the Millennium Development 
Goals. To offset the loss of principal and interest to the World Bank and African 
Development Bank from debt cancellation, the donors to these institutions agreed 
to compensate these institutions over time. This compensation allows the World 
Bank’s International Development Association (IDA) and the African 
Development Bank’s African Development Fund (AfDF) to continue to provide 
assistance to poor countries without creating an unsustainable debt burden. 
Planned assistance from IDA and the AfDF might be cut if they do not have the 
internal resources to cover the shortfall caused by U.S. arrears. 

• What would be the impact of our failure to meet our obligations to Multilateral 
Development Banks and the Development Funds? 

The consequences of failing to meet our commitments to the MDBs and the 
Development Funds will be a loss of U.S. influence and leadership in these 
institutions. In addition, due to the multiplier effect of our financial contributions to 
the MDBS, not meeting our funding commitments to them will in turn generate a far 
larger negative impact on these institutions’ ability to foster U.S. vital security and 
strategic interests, and to tackle key priorities such as poverty alleviation, food 
security, and energy and the environment. 

Specifically, not fully meeting our commitments will lead to four distinct negative 
outcomes. First, the United States will lose voting power and voice within these 
institutions as our shareholding declines, in some instances sharply. As a 
consequence, we may lose some ability to shape policies and, in some cases, to 
exercise veto power over key decisions. We could also be forced to share our “chair” 
with another country in the case of the African Development Bank. Our diplomatic 
standing with the countries whose ability to borrow will be adversely affected. In the 
case of the Inter-American Development Bank (IDB), for which a capital increase 
cannot go forward without U.S. participation, our non-participation would preclude 
other donors from providing capital and damage our reputation in the region. This is 
especially worrying at a time when other countries, including China, are 
strengthening their ties to the region. 
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Second, these institutions will see their capacity to engage in areas of key strategic 
interest to the United States diminish. As a case in point. General Petraeus has on 
numerous occasions pointed to the critical role that the AsDB and World Bank are 
playing in support of U.S. efforts in Afghanistan. Not fully meeting our 
commitments to the AsDF could mean that the bank will be forced to cut planned 
programming for Afghanistan The ability to use these institutions to address needs in 
the Middle East and North Africa may be compromised as well. 

Third, these institutions are vital tools for combating global poverty and creating a 
vibrant world economy in which the United States can prosper. The MDB’s 
Development Funds, such as the AfDB’s African Development Funds (AfDF), the 
World Bank’s International Development Association (IDA), and the IDB’s Fund for 
Special Operations (FSO), provide critical programs for the poorest and most 
vulnerable. Their programs include immunizations of millions of children, 
installation of power, construction of roads, schools and clinics, and - in our own 
hemisphere - the provision of $200 million in aid to Haiti out of net income 
generated by the IDB every year for a decade. Without the U.S. contribution, the 
IDB capital increase uniquely cannot take place, and this anticipated $2 billion in 
grants to Haiti likely would not materialize. 

o Are we actually at risk of losing influence in the MBD’s to countries, such as 
China, whose interests are not necessarily aligned with ours? 

We believe it is important that the governance of the MDBs reflect countries’ 
relative size in the global economy, and therefore we have been supportive of 
reforms that help to achieve that goal by increasing the voice and vote of major 
emerging economies. It is important to recognize, however, that even under these 
reforms; the United States retains and plays a leading role in the governance of 
each of these institutions. The greatest immediate threat to U.S. influence in these 
institutions would be a failure to provide our capital increase contributions, in 
which case we would move closer to being overtaken in shareholding by large 
emerging markets, such as China and India. 

The IFIs help to support growth in emerging economies that are becoming major 
markets for U.S. exports, which is opening new business opportunities and job 
creation at home. 

• How do our domestic challenges affect your efforts to reach a global consensus 
on our key foreign aid priorities? 
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We appreciate the recognition that the IFls represent an important means of achieving 
the U.S.’s key foreign aid priorities. As the President has stated, development is 
indispensable in the forward defense of America's interests in a world shaped by 
growing economic integration and fragmenting political power; by the rise of 
emerging powers and the persistent weakness of fragile states; by the potential of 
globalization and risks from transnational threats; and by the challenges of hunger, 
poverty, disease and global climate change. The successful pursuit of development is 
essential to advancing our national security objectives: security, prosperity, respect 
for universal values, and a just and sustainable international order. 

Our investments in development - and the policies we pursue that support 
development - can encourage broad-based economic growth and democratic 
governance, facilitate the stabilization of countries emerging from crisis or conflict, 
alleviate poverty, and advance global commitments to the basic welfare and dignity 
of ail humankind. Without sustainable development, meeting these challenges will 
be much more difficult. 

U.S. leadership in the MDBs is an important tool in service of these interests. The 
MDBS provide extraordinary expertise and through them we can leverage and 
coordinate a significant amount of resources. 

However, the pillars of U.S. leadership include our participation in capitalizing the 
IFls, and the honoring of our commitments to these institutions. We are aware that 
the ongoing bicameral, bipartisan discussions on the nation’s fiscal future could 
impact eventual funding levels for the MDBs. Falling short of the funding levels to 
which we committed would both weaken these institutions - in the case of the Inter- 
American Development Bank, it would stop the capital increase from taking place 
altogether -or weaken our standing within the institutions - potentially costing us our 
power of joint veto with Japan in the case of the Asian Development Bank. These 
institutions often have been very responsive to U.S. concerns, and the United States 
on occasion has been able to prevail against opposing views on policy within these 
institutions due to our role as the largest shareholder. We would likely be less 
effective in generating this responsiveness were we to fall short of our capital 
increase commitments. 

• While you have reached out to the global community on a wide array of bilateral 
and multilateral issues, how are you relaying the importance of diplomacy and 
development to our national security to the U.S. public? 

We make use of opportunities such as testimony to Congress, promotion of disclosure 
and outreach by the IFls themselves, to stress the importance of diplomacy and 
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development to our national security to the U.S. public. Specific examples include the 
factsheets available online, such as the White House Fact Sheet on U.S. Global 
Development Policy, which states: 

“As the President has stated, development is indispensable in the forward defense of 
America’s interests in a world shaped by growing economic integration and 
fragmenting political power; by the rise of emerging powers and the persistent 
weakness of fragile states; by the potential of globalization and risks from 
transnational threats; and by the challenges of hunger, poverty, disease, and global 
climate change. The successful pursuit of development is essential to advancing our 
national security objectives; security, prosperity, respect for universal values, and a 
just and sustainable international order. 

Our investments in development - and the policies we pursue that support 
development - can encourage broad-based economic growth and democratic 
governance, facilitate the stabilization of countries emerging from crisis or conflict, 
alleviate poverty, and advance global commitments to the basic welfare and dignity 
of ail humankind. Without sustainable development, meeting these challenges will 
prove impossible,” 

General Capital Increases of the MBDs 

3. The MDBs all significantly increased their lending during the global financial crisis 
of 2008-2009. The budget request is asking for a General Capital Increase, for 
which you have requested S586.8 million over five years to increase financial 
assistance to developing countries. 

• How is the Administration using the general capital increases for these 
institutions to advance the reform agenda at the MDBs? 

The general capital increases have been instrumental in leveraging large advances in 
the reform agendas at the MDBs. Given how infrequently they occur and the 
enormity of the stakes, capital increase negotiations provide unique opportunities. 

We have pursued robust reform agreements at each of the institutions requesting a 
capital increase. In the case of the Inter-American Development Bank (IDB), where 
we have our largest ownership share, we reached agreement with other shareholders 
on a mid-term review of the progress on reforms to be delivered by the IDB’s 
independent evaluator in March 2013. This review will foster accountability by the 
IDB in meeting the time-bound set of reforms agreed to by shareholders. 

o What reforms does the Administration view as particularly important? 
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The U.S. Treasury Department has worked hard to secure a large variety of 
reforms, ail of which we believe are consequential. We have sought reforms 
that promote sound flnances in the World Bank (where the discussions 
around the pricing of loans, and determination of the budget and 
compensation, are being synchronized), the African Development Bank 
(where the AfDB has revised its capital adequacy policy and committed to 
strengthening its risk management tools), and the Inter-American 
Development Bank (where management introduced a comprehensive income 
management model that helps require that the pricing of loans is sufficient to 
fund capital accumulation, $200 million in transfers to Haiti annually over the 
next ten years, and the board-approved annual lending targets). The 
promotion of more effective management and governance is addressed 
through priority reforms to improve reporting of results, reforms to project 
development to promote more attention to development effectiveness (AfDB, 
IDB), and reforms to audit and internal controls (AfDB, AsDB). We have 
also promoted reforms related to transparency and accountability. For 
example, at both the AfDB and the IDB, management has agreed to introduce 
new disclosure policies consistent with the best practice exhibited by the 
World Bank’s 2009 disclosure policy. Key features of these policies include: 
strengthening the presumption that documents should be disclosed, instead of 
the practice of designating which documents can be disclosed. Alt of the 
MDBS have committed to a better focus on core missions and results by 
focusing on areas of comparative advantage (World Bank, AfDB) and 
elevating private sector lending (AfDB, IDB). 

• The MDBs are increasingly providing a large share of their assistance as budget 
support. Should the MDBs provide this type of assistance? What impact has the 
increase in development policy loans had on anti-corruption policies at the 
MDBS? 

As a vehicle for lending, budget support can be useful under the right conditions. If 
the country systems through which budget support is channeled are strong, budget 
support loans strengthen country ownership, avoid luring scarce managers out of 
government service, strengthen borrower country systems, and support key goals for 
the recipient. There are situations, however, where budget support is ill-advised, and 
we do not support development policy loans that are not extended in the right 
environment and under appropriate conditions. This is precisely why we have been 
vigilant in promoting budget support lending only where this is a strong framework of 
environmental and social safeguards, as well as audit and procurement standards that 
will minimize perceived opportunities for corruption. 
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• Is there an inherent contradiction between providing general budget support, 
especially in poor countries with weak government institutions, and ensuring 
that funds are not stolen, or appropriated for other purposes? 

Lending through budget support instruments should be subject to certain standards, 
and we have been strong advocates for ensuring that controls are in place to protect 
against theft or misappropriation. We share the concern about risks with budget 
support lending in fragile states, despite MDB efforts to take extra steps to reduce 
such risks. 

As an example of the steps that MDBs take to try to mitigate these risks, the AfDF 
assesses fiduciary risk in joint-donor up-front assessments, and implements 
safeguards. These safeguards include reform and capacity-strengthening programs; 
prerequisites such as the adoption of a public procurement code; disbursement 
triggers linked to specific areas of fiduciary risk, including internal controls and 
external auditing; additional independent audits where necessary; and enhanced 
supervision. In fragile states where capacity is weak, audit of the operation will not 
be conducted by a government audit agency, but by an external auditing firm, with 
audits conducted at least every six months. Also, professionals are placed in the 
relevant government agencies to strengthen the institutional capacity to support the 
operation. Where fiduciary risks are considered high, the AfDF uses instruments that 
are more easily monitored and therefore less prone to fiduciary risk, such as import 
support. 

Multilateral Food Security Fund — Global Agriculture and Food Security Program 

4. Almost one billion people suffer from chronic hunger everyday and world food 
prices are at their highest level since the 2008 crisis as welt as at the heart of recent 
political and social instability in the Middle East. The budget request includes $308 
million for a U.S. contribution to the Global Agriculture and Food Security 
Program. U.S. leadership and the U.S. contribution to the fund are intended to 
leverage other donor contributions. Yet to date only the United States, six other 
countries and the Gates Foundation have made pledges and contributions. 

• What is the current status of contributions by others since the launch of the fund 
last year? 

The limited U.S. contribution to the Trust Fund in FY2010 ($67 million or 15 percent 
of our total pledge) and the delay in FY201 1 appropriations have significantly 
hampered our ability to mobilize contributions from other potential donors. 
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Nonetheless, as of May 1, 201 1, five countries - Canada, Spain, Australia, Ireland, 
and South Korea - had pledged $420 million to the Global Agriculture and Food 
Security Program. The Bill and Melinda Gates Foundation also pledged $30 million. 
Of these six partners, Canada, Spain, Ireland, the Gates Foundation, and Australia 
have all contributed 1 00 percent of their pledges. Korea has only contributed 6 
percent of its $50 million pledge to date, but we are working with the Korean 
Ministry of Finance to encourage it to fulfill its pledge. With the $100 million 
Congress appropriated for GAFSP in F Y20 1 1 , we have met 35 percent of our pledge. 

• What efforts are you making to get pledges/contributions from other G-8 and G- 
20 countries and other foundations? Who are the other donors and are you 
concerned that there are so few? 

Senior Treasury, State, and USAID officials have been reaching out to their 
counterparts in a number of other countries and foundations to encourage 
contributions to GAFSP that will help committed, low-income countries meet the 
food security needs of their people. A number of other donors have expressed great 
interest in contributing to the trust find, but have been hesitant to make concrete 
pledges until the U.S, makes substantial progress against its pledge. 

The United States is currently in advanced discussions with Qatar, the United 
Kingdom, the Netherlands, and Brazil about additional pledges to GAFSP. We expect 
Congress’ appropriation of $100 million for the U.S. contribution to GAFSP in 
FY201 1 will help secure pledges from these countries. 

• As a major donor and leader, what is the United States doing to ensure 
meaningful civil society engagement in country-led strategies as a key 
component of the Trust Fund’s planning, decision-making and implementation 
processes? 

The United States has been a strong proponent of civil society engagement in the trust 
fund’s governance and operations from its outset. The U.S. advocated strongly for 
civil society representation on the trust fund’s Steering Committee and, as a result, 
there are three civil society representatives (one from OECD countries and two from 
developing countries) that sit on the Steering Committee and fully participate in the 
Steering Committee's discussions. 

In addition, the United States has advocated that civil society plays a meaningful role 
in the development of country-led strategies and GAFSP proposals. As part of the 
evaluation of GAFSP proposals, GAFSP’s Technical Advisory Committee (a group 
of independent experts on agriculture and development) review the level of 
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participation of civil society in the development of both country strategies and 
OAFSP proposals. Proposals with more robust civil society participation are rated 
more highly (and are therefore more likely to receive financing) than proposals with 
less robust participation. 

The United States also continues to work closely with the civil society representatives 
on the Steering Committee to strengthen GAFSP’s support for civil society 
engagement at the country level. 

• The Obama administration has focused on an ambitious Global Hunger and 
Food Security Initiative. How will Treasury ensure strong coordination of Trust 
Fund’s activities with the Administration’s Food Security Initiative priorities, 
such as improving nutrition status and investment in country-led plans? 

U.S. participation and leadership in GAFSP is an integral part of the President’s Feed 
the Future (FtF) initiative. U.S. support for GAFSP arose in the context of the 
formation of the FtF initiative, and GAFSP’s multilateral activities complement and 
support Feed the Future’s bilateral efforts. They also share a similar focus on country 
ownership and achieving results. Treasury officials responsible for U.S. activity 
within the trust fund meet regularly with their counterparts at USAID and State to 
ensure common goals are maintained across U.S. bilateral and multilateral activities 
and to share best practices. 

This close coordination is evident in the selection of GAFSP countries. Of the twelve 
GAFSP grants, eight (Cambodia, Ethiopia, Liberia, Nepal. Rwanda, Haiti, Tajikistan, 
and Bangladesh) are FtF focus countries. GAFSP leverages additional resources to 
support FtF activities by supporting complementary activities. For example, 

GAFSP’s investments in water management in Bangladesh support USAID’s 
investments in agricultural productivity and the rice sector. In Liberia, the Liberian 
government, the African Development Bank and USAID mission staff consulted 
extensively with the goal that GAFSP and USAID financing for food security 
activities in the country were not duplicative and covered all of the counties in 
Liberia. 

GAFSP also allows the United States to leverage the financial resources of other 
contributors in support of FtF policy goals, including non-traditional donors such as 
Korea, and align those resources against the agricultural development strategies of the 
poorest countries. With our $67 million contribution in FY2010,we successfully 
leveraged an additional $450 million in contributions. 
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• How does the Trust Fund fit into the bigger picture of agricultural sector 
investments by the World Bank, particularly in sub-Saharan Africa? Is there 
coordination between the Trust Fond and other World Bank programs? 

The Trust Fund provides an alternate mechanism for funding agricultural 
development projects which is more rapid and more responsive to country priorities 
than traditional World Bank programming. World Bank projects are developed over a 
several-year funding cycle determined by existing country strategies and each 
country’s IDA allocation. These projects may not launch as rapidly or scale up to 
meet evolving needs or conditions. By contrast, GAFSP uses a competitive bidding 
process that quickly awards funding based on the quality of project proposals 
developed by the sponsoring country. 

GAFSP coordinates closely with World Bank (and other multilateral development 
bank) agricultural programming. For instance, in Rwanda, GAFSP funding is being 
used to scale up an existing, successful World Bank agricultural investment. The 
project, which seeks to increase crop yields and reduce soil erosion, is helping 
farmers terrace hillside farms and build better water management systems. 

In Togo, a GAFSP grant being implemented by the World Bank and IFAD helped to 
mobilize and align financial resources from several other development partners 
around the country’s agricultural development strategy and investment plan. A video 
on GAFSP financing in Togo and Rwanda can be seen at the following YouTube 
link: httD://www.voutube.com/watch?v=MP4CiUFIaZO 

t Why was this Fund housed at the Bank and not at existing institutions with 
agriculture expertise, such as the International Fund for Agriculture 
Development? 

The U.S. government and other donors decided that the World Bank should be the 
trustee due to its significant financial and technical capacities (including in the 
agricultural sector), strong fiduciary standards, and experience managing other trust 
funds. IFAD, along with the regional development banks, was selected as a GAFSP 
supervising entity responsible for overseeing implementation of specific GAFSP 
projects. IFAD currently oversees $70 million in GAFSP programming in Sierra 
Leone and Togo. 

• The CR to fund the remainder of fiscal year 2011 proposes to zero out the fund. 
What effect does this have on the fund? 
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The $100 million appropriated by Congress for GAFSP in FY201 1 is likely to help 
mobilize contributions for other donors, but was insufficient to meet the demand for 
trust fund resources. Seventeen low-income countries, many of which have robust 
country-owned food security strategies, requested a total of $800 million in financing 
from GAFSP during its last call for proposals. The U.S. contribution of $100 million, 
combined with recent contributions by Australia and the balance of funds outstanding 
from the first two rounds of awards, permitted the trust fund to finance four of the 
nine ,most qualified proposals (Liberia, Cambodia, Nepal and Tajikistan) during the 
June 7-8 GAFSP Steering Committee meetings. 

o Will existing and potential donors contribute if there is no U.S. funding? 

The $100 million appropriated by Congress will improve our ability to 
mobilize financing from several prospective donors. But, our limited progress 
against our pledge (we have only fulfilled 35 percent of our pledge to date) is 
likely to be a continuing liability in our fundraising efforts. 

o Why is U.S. involvement in the fund necessary to ensure the stability of 
the fund and provide new investments toward global food security? 

Though GAFSP is a multilateral trust fund, U.S. leadership has played a 
significant role in launching the fund and shaping fund policy. Our pledge of 
$475 million mobilized additional donors, many of whom have contributed 
their entire pledge already. If the U.S. fails to make progress towards 
contributing its pledge, these co-founders may be hesitant to make additional 
pledges. 

Global Environment Facility 

5. The Congressional Budget Justification states that the request of $143.75 million is 
consistent with our environmental and climate change priorities and that the U.S. 
was able to achieve “important policy reforms to improve the GEF’s effectiveness” 
with regard to “country-owned business plans” and “resource allocation.” 

• What are these policy reforms? 

1 . The U.S. succeeded in expanding the Performance-Based Allocation System (PBAS), 
which allots funding envelopes to countries, to include more than two-thirds of the 
programming budget. Now the majority of GEF funds are allocated to countries 
based on indicators targeting countries with higher global benefit potential, lower 
income, and better performance. 
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2. U.S. leadership successfully introduced the idea of national "business plans" to 
encourage more efficient use of national allocations and stronger country ownership 
of GEF work programs. 

3. Strong U.S. leadership achieved agreement to expand the number of agencies eligible 
to receive GEF funds, conditional on agencies meeting fiduciary standards and 
social/environmental safeguards. This expansion creates more competition and 
emphasizes host-country capacity at world-class standard levels. 

4. The U.S. advocated reforms and streamlining in project preparation and approval that 
have reduced the project cycle to under 1 8 months (from over 40 months). 

5. The U.S. achieved improved monitoring and evaluation measures at the GEF, 
including implementation of a results-based management system. 


• How does the GEF help improve the environment, reduce global instabilities, 
strengthen national security, enhance U.S. leadership, and create jobs in the 
United States? 

The GEF's environment programs combat ozone depletion, ocean pollution, climate 
change, biodiversity degradation, and mercury pollution. U.S. military and 
intelligence leaders have identified these types of environmental pressures as a threat 
multiplier. For example, former Chairman of the Joint Chiefs of Staff Mullen has 
noted that climate change “could generate conditions that could lead to failed states 
and make populations more vulnerable to radicalization.” By combating these 
negative environmental drivers, the GEF’s programs reduce the instability caused by 
population displacement, declines in global food supply, and major shortages of 
water. 

Our leadership in the GEF influences and sets important international economic and 
environmental policies, practices, and standards. The GEF is a highly visible forum 
where U.S. contributions strengthen our political influence with key strategic partners 
who also care about these issues. Delivering on our financial pledges is an important 
opportunity for the U.S. to demonstrate credibility that we expect in ourselves and in 
other nations when we negotiate, not just on the environment, but on economic and 
security issues as well. Our role and contribution in the GEF have altered the terms 
of debate in the international environmental negotiations. In the climate area in 
particular, our leadership and commitment In the GEF are key parts of a package that 
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includes greenhouse gas mitigation and transparency commitments from all major 
emitters — including China. 

The GEF’s programs and policies also level the playing field and support growth and 
Job creation in the clean energy and forestry sectors by creating free, fair and 
functioning markets in which American businesses can compete for contracts and 
win. 

• How do you respond to opponents of the GEF who argue that international 
development aid for the environment is neither efficient nor effective in 
delivering benefits to poorer countries? 

The GEF’s programs are efficient and effective for poor countries. The GEF’s 
programs leverage significant funding from other donors, host country governments, 
development institutions, and the private sector. On average every $1 of GEF 
funding leverages $4 of other funding from other donors and an additional $6 to $10 
from other sources in the projects themselves. The GEF is the largest source of 
multilateral biodiversity funding. 

Reforms advocated by the U.S. and recently implemented by the GEF have led to 
significant improvements in the efficiency of the GEF; for example, the project 
preparation and approval cycle has been reduced to under 18 months (from over 40 
months). U.S. led reforms to the Performance-Based Allocation System (PBAS) have 
also increased the resource allocations to lower income countries. 

For fiscal year 2010, the independent GEF Evaluation Office concluded in its Annual 
Performance Report that the outcome achievements of 92 percent of completed 
projects reviewed were rated in the satisfactory range. This is similar to the fiscal 
year 2009 figure of 91 percent and is the highest percentage to date. 

• If the funding level for the GEF ($32 million) included in the House-passed CR 
becomes law, what effect will such a cut in funding have on our ability to 
continue to reform the GEF particularly in priority areas such as country 
ownership, fiduciary and safeguard standards and improving project 
implementation and results? 

In Public Law 1 12-10, the Department of Defense and Full-Year Continuing 
Appropriations Act of 201 1, the GEF was funded at $90 million. However, the 
United States commitment to the GEF from 2011 to 2014 is $143.75 million 
annually. Therefore, this year, the U.S. will fall $54 million short on its current 
commitment to the GEF Fifth Replenishment. The U.S. is already $163 million 
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behind in fulfilling its pledges due to failure to meet previous funding commitments. 
This cut in funding and consequent increased shortfall in fulfilling our pledges limit 
the leverage of the U.S. in negotiating for funding commitments to the OEF from 
other countries, as well as in negotiating for continued reforms to the GEF to improve 
its effectiveness in delivering global environmental benefits. 

World Bank and Coal Loans 

6. 2010 was a record year for coal lending at the World Bank with S4.4 billion in coal 
funding. These types of loans question the World Bank’s credibility in its 
commitment to a real and substantive environmental agenda and raises serious 
concerns as to whether the World Bank is the right home for the Clean Technology 
Fund and the Strategic Climate Change Funds. 

• Given its record on climate, as well as its troubling history on social and 
environmental protections, why should the World Bank be given any role in the 
Green Climate Fund? 

• Given the fact that the Bank’s current lending portfolio is primarily fossil fuels, 
how can it have the technical expertise to direct climate finance? 

• What is Treasury doing to end fossil fuel financing by the World Bank, both in 
terms of the energy strategy and in terms of the General Capital Increase? 

It has taken time, but today the renewable energy and energy efficiency agenda has 
become well rooted in World Bank Group (WBG) operations around the world. 
Including policy support, more than 42 percent of the total energy financing in 2010 
was for low carbon energy. The U.S. actively supports increasing the percentage of 
low carbon energy operations in the WBG. 

In 2010 the WBG financing of renewable energy (RE) and energy efficiency (EE) 
projects and programs increased 7 percent to reach US$3.64 billion, the highest ever 
amount for RE and EE. In addition, the WBG also committed $1.87 billion in new 
low-carbon lending. This includes support to phase-out fossil fuel subsidies, to build 
transmission lines to connect privately-developed RE sources like wind farms, and to 
develop low-carbon growth paths for borrowing countries. 

• Lending for new renewables (solar, wind, geothermal, biomass, and hydro below 
10 MW) and energy efficiency reached US$3.35 billion. 
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• Since 2000, the WBG has committed more than US$15.8 billion to renewable 
energy and energy efficiency. 

• During the past five years, the WBG approved 428 renewable energy and energy 
efficiency projects in 1 00 countries. There were 1 1 8 projects in 5 1 countries last 
year. 

This significant increase in low carbon energy operations, both investment and policy 
based, coupled with the WBG’s 20-year experience as trustee and implementing 
agency of the Global Environment Facility has prepared the World Bank to host the 
Clean Technology Fund (CTF) and the Strategic Climate Fund (SCF). In addition, 
the World Bank’s world-class social and environmental safeguards and accountability 
mechanisms provide assurances that CTF and SCF operations will be 
environmentally and socially sound. The Bank’s high fiduciary and procurement 
standards secure a fair and level playing field for U.S. companies to pursue business 
opportunities in developing countries. Assure 

In December 2009, the U.S. Treasury Department transmitted to the senior 
management of the MDBs, including the World Bank, the Guidance to MDBs for 
Engaging with Developing Countries on Coal-Fired Power Generation.^ This policy 
guidance is intended to be adapted by individual MDBs and incorporated into their 
respective operational policies, country and sector strategies, and other procedures 
that are related to the public or private project cycle for coal-powered generation 
operations. It covers a range of issues including alternatives analysis, power sector 
policy reform, and capacity building. This guidance is intended to supplement, rather 
than supersede, other MDB operational policies (environmental impact assessment, 
other environmental and social safeguards, procurement, etc,). 

The Treasury Department is using this guidance to determine its interactions with the 
MDBs as they update relevant sector strategies and operational policies, as well as in 
forming the U.S. position on individual operations. 


Oil Prices 

7. The unrest across the Middle East and especially in Libya is already driving up oil 
prices, and therefore the price of food and other necessities. 


’ Link to Guidance to Multiiateral Development Banks for Engaging with Developing Countries on Coal-fired 
Power Generation can be found at http://www.treasury.gov/resource-center/intemational/development- 
banks/Pages/guidance.aspx 
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• Will a spike in oil prices be detrimental to our efforts to distribute aid? 

A spike in oil prices should not have a sustained impact on the MDBs’ ability to 
provide assistance. The MDBs have policies for financial and operational risk 
management that allow them to function effectively, and to meet their development 
objectives under different economic and financial scenarios. 

• Are we looking at another global food crises? 

Food prices have risen sharply in the last year. The FAO Food Price index reached 
an all-time high in February, and the April update showed only a 2 percent decrease 
from the peak. The World Bank estimates that 44 million people have been pushed 
into poverty since last June because of climbing food prices. We are deeply 
concerned about the impact that rising prices have on vulnerable people. We are 
watching food prices closely and working with the international community to 
respond appropriately. 

So far, the current situation differs from the food crisis of 2007-2008 in important 
ways. Substantial harvests of staples in Africa and South America have kept local 
prices there relatively steady, and record world rice production has kept rice prices 
stable in areas such as Asia and West Africa. Many countries monitored by FEWS 
NET, especially in West and Southern Africa and Haiti, have still been showing 
relatively low grain prices or only typical, seasonal price increases. But, stocks of 
some grains are extremely tight and a spate of bad weather could create serious 
problems. Where affordable access to food is severely threatened, the U.S. 
government is working with the international community, as it has done historically, 
to assure that food assistance is available. 

We are applying the lessons learned from 2007-2008 through our work with bilateral 
and multilateral institutions, such as the UN food agencies, the G-20, and APEC, to 
encourage all nations to pursue sound policies that promote agricultural growth, 
facilitate reliable trade flows, and mitigate price volatility, fn particular, we are urging 
countries to reduce the risk of a food price crisis by increasing transparency and 
sharing information on stocks and production; abstaining from export bans and using 
export quotas and taxes sparingly; avoiding panic buying and hoarding; reducing 
import tariffs and taxes, and putting in place targeted safety nets for the most 
vulnerable. 

In the long run, increasing global agricultural production is the only way to ensure 
that sufficient food, fuel, and fiber is available for a growing global population. To 
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do this with limited resources, we need to pursue research and innovation in 
agriculture and make these technologies available to the world’s farmers. 

We are addressing the root causes of hunger through the Feed the Future Initiative, 
using a combination of bilateral programs and multilateral mechanisms. Feed the 
Future promotes growth in the agriculture sector, facilitates local and regional trade, 
and invests in game-changing innovations and technologies to support productivity 
increases, so that countries are better able to combat hunger, feed their people, and 
contribute to stable global food supplies. An important component of Feed the Future 
is the Global Agriculture and Food Security Program (GAFSP). This multilateral 
trust fund has mobilized commitments nearing $1 billion from seven development 
partners to finance food security strategies in the world’s poorest countries. In its first 
year of operations, GAFSP awarded $505 million in grants to twelve countries, 
financing projects that enhance rural infrastructure, access to improved seeds and 
fertilizer, and better water management. 

Finally, it is vital that the United States is prepared to continue to provide food aid 
during times of crisis. We have been working to improve how we deliver it, by 
expanding our toolbox to help vulnerable people. However, rising food and fuel 
prices have already reduced the purchasing power of our food assistance budgets by 
approximately 20 percent. 

• Are international financial institutions in a position to help mitigate the effects of 
rising oil prices on the poor and developing economies? 

The IMF is well positioned to provide low-income countries with balance-of- 
payments support in response to rising oil prices. In 2009, the IMF reformed its 
concessional lending facilities to enhance flexibility and to increase the amount of 
IMF lending available for low-income countries. As part of these reforms, the IMF 
created a new “Standby Credit Facility” (SCF) for countries experiencing a temporary 
balance-of-payments need resulting from a rise in commodity prices. The facility 
provides financing of up to 1 20 percent of a country’s IMF quota over two years in 
conjunction with a short-term adjustment program. Alternatively, countries that 
require immediate, near-term support in response to an exogenous shock can also 
access a loan under the Rapid Credit Facility, which consists of a one-time 
disbursement of 25 to 50 percent of a country's IMF quota and includes limited 
conditionality. The IMF has sufficient resources to increase lending under both of 
these facilities in response to increased demand from low-income countries. 

Transparency, Accountability, Results and Development Effectiveness 
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8. Due to the complex nature of the international institutions how does the U.S. oversee 
the operations of the World Bank and other International Financial Institutions? 

The United States uses several interlocking mechanisms to oversee the operations of the 
World Bank and the other International Financial Institutions. These include: 

• Offices of the U.S. Executive Director . Unlike most shareholders, the United 
States always has an Executive Director seat at each MDB’s board of directors. 
The U.S. executive directors’ offices have staff members who specialize in 
different areas of the institutions’ operations, and who work closely with staff at 
the Treasury Department and other U.S. agencies to help oversee operations. 

• Securing strong checks and balances in policies and offices that govern the 
operations of these institutions . The United States has pressed hard to institute 
audit standards, independent evaluators, documented policies and procedures, 
safeguards, and procurement standards among other elements that strengthen the 
integrity of these institutions’ operations in line with U.S. objectives. 

• Dedicated team of loan review specialists . Each loan is reviewed by U.S. 
government staff members who specialize in checking consistency with 
legislative mandates, and the quality of the loan and its justification. 

• Interagency process . As the lead on overseeing these institutions, the Treasury 
Department consults with other U.S. government agencies to gather wider 
expertise in shaping its views. Other USG agencies that are routinely consulted 
include the State Department, USAID and the EPA. 

• Interaction with civil society and the private sector . The Treasury Department 
also has open channels with civil society, trade and private industry organizations, 
who routinely alert the Treasury Department to areas of concern. 

• Specifically, at the World Bank, what are the policies, procedures and 

instruments that are used to develop, approve, implement and assess projects 
and policy loans? 

Project development, approval, implementation and assessment at the World Bank 
fall into six stages of a project “cycle”: 

• The development of a Country Assistance Strategy that lays out key priorities 
to be addressed by Bank projects. During this stage, the World Bank proposes 
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financial, advisory and technical services to help countries identify their 
priorities and reach their main development goals. 

• The identification of projects that address these priorities . Borrower and Bank 
representatives weigh development objectives and project impacts, risks, 
alternatives, and timetable. 

• Preparation, appraisal, and board approval of the identified project . With 
advice and financial assistance from the Bank, the borrower conducts studies 
and prepares detailed project documentation. The Bank assesses the 
economic, technical, institutional, financial, environmental, and social aspects 
of the project. When the Bank and the borrower agree on the terms of a loan 
or credit, the project is presented to the Bank’s Board of Executive Directors 
for approval. 

• Project implementation and supervision . The borrower implements the 
project, issuing contracts through a competitive bidding process that follows 
the Bank's procurement guidelines. World Bank staff periodically supervises 
the project to make sure that the loan proceeds are used for intended purposes, 
and with due regard for economy, efficiency and effectiveness, 

• Project completion . At the end of the loan or credit disbursement period 
(anywhere from 1-10 years), a completion report identifying project results, 
problems and lessons learned is submitted by operations staff to the Bank's 
Board of Executive Directors for information purposes. 

• Ex-post evaluation of the project . After a borrower completes a project, the 
Bank's Independent Evaluation Group (lEG) measures the outcomes against 
original objectives, and assesses whether or not the project’s results can be 
maintained over the long term. A number of projects are further scrutinized in 
detailed impact evaluation reports. 

• How are investment and policy sector loans monitored, appraised and audited? 

Project implementation and supervision . The borrower implements the project, 
issuing contracts through a competitive bidding process that follows the Bank's 
procurement guidelines. World Bank staff periodically use the following procedures 
to make sure that the loan proceeds are used for intended purposes, and with due 
regard for economy, efficiency and effectiveness: 
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• Site visits. As part of regular project supervision and due diligence, the Bank’s 
technical teams visit the field and examine the progress of project 
implementation on the ground to verify that project objectives are being met 
and that Bank funds are being used for their intended purpose. 

• Disbursement procedures. Funds are made available to projects using Bank 
disbursement procedures. 

• Financial audits as per the loan agreement. Each project is required to remit to 
the Bank on a yearly basis an audit report issued by an external independent 
auditor. 

• Field review of documentation and invoices. When the supervision missions 
are in the field, the project Financial Management Specialist performs 
verification on a sample basis of the invoices and supporting documentation 
regarding payments made from the loan proceeds (Statement of Expenses 
Review). 

• Procurement review. The Bank’s Procurement staff carries out a prior review 
of contracts above certain thresholds and conducts post reviews of a sample of 
contracts under each project for compliance with Bank Procurement 
Guidelines and the Loan Agreement. 

• Complaints. The Bank hosts a complaint database that compiles anonymous 
complaints from bidders or any other party related directly or indirectly to the 
tendering process. Ail complaints related to fraud and corruption are 
systematically forwarded to the Bank's Institutional Integrity Unit for further 
processing. 

• Conditions of Disbursement (CODs). For IFC Loans, the client must fulfill all 
the CODs, which are confidential but consistent with the law, prior to 
disbursement. 

• How are results measured and evaluated? 

The World Bank has a revised approach to measuring results, and has recently 
embarked on important reforms designed to improve both data collection and 
reporting. Some of the elements of the Bank’s current efforts include: 
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• Ensuring that all Country Assistance Strategies include key measurable 
assessments that shape consensus between governments, donors and 
stakeholders about what is meant to be achieved. 

• Including measurable results indicators for all new Sector Strategies. Since 
July 2009, the Bank has strengthened how it measures results by collecting 
and aggregating standardized data from projects supported by IDA in seven 
sectors - education, health, roads, water supply, micro and small and medium 
enterprise, urban development, and information and communication 
technology. Core sector indicators for additional sectors and themes are under 
discussion, and the scope of the exercise is being expanded to include the 
Bank’s portfolio as well. 

• Using monitoring and results frameworks to guide implementation, make 
midcourse corrections as needed, measure impact, and extract lessons learned. 

• IDA has a unique Results Measurement System that is used to identify and 
track development results and to evaluate IDA’s performance. The IDA-16 
replenishment negotiations led to agreement on improvements to this system, 
and it is expected that the Bank will adopt elements of it as well. 

• The Bank also uses Implementation Completion Reports (ICRs) to measure 
results. When a project is completed and closed at the end of the loan 
disbursement period (a process that can take anywhere from 1-10 years), the 
World Bank and the borrower government document the results achieved; the 
problems encountered; the lessons learned; and the knowledge gained from 
carrying out the project. 

• Finally, the Bank has worked to improve borrowers’ capacity to build their 
own statistical, information and learning systems, and to design and 
implement effective programs. Financing and training is provided — for 
example, through the new, donor-supported Statistics for Results Facility — ^to 
upgrade government monitoring and evaluation systems and the skills of 
government employees. This support is not limited to agencies that implement 
Bank-supported projects but also includes offices responsible for national 
planning and budgets. 

• How is the World Bank’s portfolio and investments monitored and evaluated? 

Reference is made to the answers provided above. We highlight the following key 
elements: 
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• Project implementation and supervision . The borrower implements the 
project, issuing contracts through a competitive bidding process that follows 
the Bank's procurement guidelines. World Bank staff periodically supervises 
the project to make sure that the loan proceeds are used for intended purposes, 
and with due regard for economy, efficiency and effectiveness. 

• Project completion . At the end of the loan or credit disbursement period 
(anywhere from 1-10 years), a completion report identifying project results, 
problems and lessons learned is submitted by operations staff to the Bank's 
Board of Executive Directors for information purposes. 

• Ex-post evaluation of the project . After a borrower completes a project, the 
Bank's Independent Evaluation Group (lEG) measures the outcomes against 
original objectives, and assesses whether or not the project’s results can be 
maintained over the long term. A number of projects are further scrutinized in 
detailed impact evaluation reports. 
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Questions from Representative Frank R. Wolf 


1. With South Sudan's successful referendum, and now its independence coming in 
July, we have a once in a lifetime opportunity to help this new government stand up. 
We have to make sure this is a priority for the Administration, Congress and our 
international partners. The World Bank has a key role to play. It's my 
understanding that in order for South Sudan to get funds from International 
Development Association (IDA), they have to be oflicially recognized as a member 
of the World Bank. Does the administration intend to do everything it can to make 
sure South Sudan becomes a member of the World Bank as soon as possible so that 
they can start receiving IDA funds? I’d like to know specific steps that 
administration and the Treasury Department are taking to ensure that this 
happens. 

• The Treasury Department is working hard to make sure that South Sudan gains 
membership as rapidly as possible to the IMF, World Bank, and African Development 
Bank. Treasury representatives have reiterated the urgency of South Sudan’s 
membership to all three institutions. 

• South Sudan applied for membership in the IMF and World Bank on April 15, and both 
institutions are expediting their membership processes. These processes, which include a 
vote of member Governors, could take place several months after South Sudan’s 
independence in July. 

• Before the membership process can be completed. South Sudan will have to adopt 
legislation relevant to its responsibilities as a member of each institution, and will have to 
purchase shares in the two MDBs. 

• We understand that World Bank staff are drafting a proposal to provide some financing to 
South Sudan following independence and prior to completion of the membership process, 
if the World Bank Board approves the proposal, it could provide financing for a few 
projects in key sectors. 

• The IMF, World Bank, and African Development Bank are already providing technical 
assistance to help build the capacity that Southern Sudan’s economic and financial 
institutions will need to govern and manage a newly independent country. This includes 
capacity building in public financial management, anti-corruption programs, and the 
creation of a legal and regulatory framework to encourage investment. 
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• Treasury will continue to engage regularly with the IMF. World Bank and AfDB to help 
support South Sudan’s membership processes. 

2. / am aware that when the World Bank rolled out its Anti-Corruption Guidelines and 
Sanctions Reform Program in 2007 to begin to address the problem of corruption, the 
Chinese Ministry of Finance (MOF) reportedly told the World Bank Representative in 
Beijing that China objected to the measures. The Representative informed the Bank in 
an e-mail (attached) that if the anti-corruption program were implemented, the 
Chinese government might stop borrowing. How can the Department of Treasury 
assure the Congress that the Anti-Corruption Guidelines and Sanctions Reforms of the 
Bank have been appiied uniformiy to borrowing countries without special modification 
for a larger borrower? 

China has not stopped borrowing from the World Bank. The World Bank implemented 
its Anti-Corruption Guidelines and Sanctions Reform Program. The Bank’s fraud and 
corruption provisions of the Procurement and Consultant Guidelines, its Anti-Corruption 
Guidelines, and Sanctions Reforms are applied uniformly across all members. Five 
Chinese companies (four in January 2009 and one in March 2011) have been debarred by 
the World Bank. The names of the debarred Chinese firms are publicly available on the 
World Bank’s web site. 

3. In your testimony before the subcommittee on March 9 you indicated that the 
World Bank is an important instrument of U.S. interests in the developing world 
and a potential counter weight to the influence of China in developing countries. 

You also indicated that the U.S. must make a substantial new capital contribution to 
the World Bank in order to maintain our standing there with respect to China. 
However, China, as the third largest stakeholder in the World Bank, has 
tremendous influence — largely because China borrows from the Bank as well as 
contributing to it, unlike the U.S. and Japan. China currently owes the Bank nearly 
S22 billion, making China an important revenue source for the World Bank. China 
appeared to wield this influence in the incident I described in Question 2 when the 
MOF objected to the Anti-Corruption program and sanctions reform package and 
threatened to stop borrowing. How do you reconcile these realities with your 
statements at the hearing about countering China’s influence? 

Although China wields some influence at the World Bank as both a shareholder and 
borrower, the United States continues to retain the dominant position — largely because of 
our strong capital contributions that ensure our place as the lead shareholder. We are able 
to successfully advocated for important issues including corruption because of these 
capital contributions. By maintaining our strong capital position at the World Bank we 
continue to be able to lead this important institution in response to China’s influence. 
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It is also important to recognize that the Banks themselves are a counterweight to the 
bilateral influence that China wields in the developing world. China is currently lending 
billions of dollars to Africa in tied loans for development projects that guarantee that 
Chinese contractors and goods are used for construction. These projects also do not abide 
by international best practice regarding environmental and social safeguards, often 
imposing significant losses on local communities. Chinese foreign direct investment 
quadrupled between 2005 and 2009, reaching $9.3 billion according to Chinese Ministry 
of Commerce (CMC) figures. 

The World Bank and the AfDB are the only international actors with the development 
lending resources to provide concessional loans and counterbalance China’s cheap 
financing in Africa. Lending by the AfDB and WB provide competitive access to 
African resources and markets for American companies, and encourage African 
governments to demand better environmental and social practices for all development 
projects. 
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UNITED NATIONS AND OTHER INTERNATIONAL 
ORGANIZATIONS 

WITNESS 

AMBASSADOR SUSAN RICE, U.S. AMBASSADOR TO THE UNITED NA- 
TIONS 


Opening Statement of Chairwoman Granger 

Ms. Granger. The Subcommittee on State, Foreign Operations, 
and Related Programs will come to order. 

I want to welcome everyone to today’s subcommittee hearing. 
Ambassador Rice, thank you for appearing today to testify on the 
administration’s fiscal year 2012 budget request for the United Na- 
tions and other international organizations. Thank you for chang- 
ing the time. We appreciate it very much. 

I want to begin by offering my condolences to the families of the 
U.N. staff who were killed and injured in recent weeks in Afghani- 
stan, in the Ivory Coast, and in the Democratic Republic of Congo. 
We appreciate on this committee the sacrifices made on a daily 
basis and the security risks that they endure. And so, our most sin- 
cere condolences. 

Ambassador Rice, this is the first time you have appeared before 
our subcommittee, and we thank you for your service during an ex- 
tremely challenging time. We look forward to your comments on 
many important issues around the world, and I hope you will share 
your firsthand perspective on what is gained through the substan- 
tial U.S. investments in the United Nations. 

We all know that this country is facing a fiscal crisis, and fund- 
ing for the U.N. and other international organizations will be scru- 
tinized along with every program in the State, Foreign Operations, 
and Related Programs bill. The fiscal year 2012 request for U.N. 
accounts is more than $3.5 billion, and that is only a portion of 
what the U.S. Government has been programming through the 
United Nations. In 2009, more than $6 billion went to the U.N., al- 
most double the amount directly appropriated. 

The House-passed fiscal year 2011 continuing resolution, H.R. 1, 
took an initial step toward re-evaluating these contributions. Fund- 
ing was reduced by offsetting assessed costs with credits already on 
the books and by scaling back voluntary contributions. While the 
changes in H.R. 1 represent a first attempt to rebalance spending, 
much more has to be done. I hope it can be done working together 
with our colleagues on the other side of the aisle, the authorizing 
committees, and the administration. 

Madam Ambassador, in the past, strong U.S. actions have pres- 
sured the U.N. to take on reforms. I hope you will provide an up- 
date on the administration’s efforts to push for U.N. reform. There 
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are many areas that need improvement. International peace- 
keepers must be held to high standards, procurement processes 
must prevent graft and corruption, and whistleblowers must be 
protected — just to name a few. 

I also must raise my concerns about U.S. credits that exist at the 
U.N. Late last year, the committee was told that more than $400 
million of credits had accumulated. The administration then di- 
rected the U.N. to use $100 million of those credits for perimeter 
security upgrades at facilities in New York. 

While I understand the need to address security vulnerabilities, 
I am concerned about how the administration went about funding 
this project. The requirement was never in a budget request, nor 
were funds ever appropriated for this purpose. 

I urge the administration to carefully examine how credits are 
used and to improve communications with this committee. I have 
several questions on this, and I will submit them for the record. 

In addition to all the budget and management challenges I have 
mentioned, I hope you can update the subcommittee on the very se- 
rious policy matters that come before you every day. In particular, 
we would like to hear your comments on Israel and the Palestinian 
territories, get a better understanding of the response to the crisis 
and next steps in Libya, and be updated on U.N. efforts to restrain 
Iran’s nuclear ambitions. 

In closing. Ambassador Rice, I want to thank you and the U.S. 
delegation stationed in New York and around the world. Your work 
is extremely difficult, and we appreciate your service. Thank you 
for being here today and for being flexible with your schedule. 

I will now turn to ranking member, Mrs. Lowey, for her opening 
remarks. 


Opening Statement oe Ranking Member Lowey 

Mrs. Lowey. Ambassador Rice, I join with Chairwoman Granger 
in welcoming you today and also expressing our deepest condo- 
lences on the loss of life of our U.N. workers in Afghanistan. 

In the 21st century, the idea that the United States can or 
should isolate itself from the international community is both unre- 
alistic and shortsighted. Humanitarian crises threaten stability 
around the globe. Unstable countries are breeding grounds for ter- 
rorists. Environmental degradation halfway around the world com- 
promises the safety of the air we take in and the water we drink. 

Global health crises generate diseases that reach our shores. 
Widespread poverty closes markets to U.S. products and impedes 
economic growth. And lax safety regulations overseas leads to 
tainted and dangerous food and products that injure or even kill 
Americans. 

It has often been said that if the United Nations did not already 
exist, we would have to create it. And while its benefit is not al- 
ways obvious to the casual observer, we cannot lose sight of the 
role this organization plays in maintaining peace, reining in rogue 
actors, promoting economic and social development, alleviating 
hunger, and promoting international stability, all of which are in 
our own security interest. 

However, the U.N. is, by no means, perfect. Too often, the U.N. 
is a reflection of the lowest common denominator rather than the 
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best and brightest on the international stage. Yet to achieve a more 
efficient, performance-oriented, and innovative U.N., the U.S. 
should continue to push for reform from within not by holding the 
institution hostage by cutting funds, which alienates our partners 
and reduces our ability to influence the process. 

In this context, I look forward to hearing from you about how the 
President’s budget request will promote our national interests and 
maintain U.S. global leadership. 

Thank you for your service. I look forward to your testimony. 

Ms. Granger. Thank you, Mrs. Lowey. 

Ambassador Rice, please feel free to summarize your remarks. 
Without objection, your full statement will be submitted for the 
record. 

We have a hard end on this hearing today at 9:15 a.m., which 
gives us a little over an hour. And so, we will stick very closely to 
5 minutes. 

Thank you. 

Opening Statement of Ambasssador Rice 

Ambassador Rice. Thank you very much. 

Madam Chairwoman, Ranking Member Lowey, Members of the 
committee, I thank you for the opportunity and for including my 
full statement in the record. I also want to thank you both for your 
kind words of sympathy for the losses that the United Nations has 
experienced over the last week in Afghanistan, the Democratic Re- 
public of Congo, as well as in Cote d’Ivoire. 

I want to begin just briefly with the U.N.’s response to the crisis 
in Libya, which further reminds us of its value in the age of 21st 
century challenges. With U.S. leadership, the Security Council 
swiftly authorized the use of force to save lives at risk of mass 
slaughter, established a no-fly zone, and imposed strong sanctions 
on the Gaddafi regime. 

With broad international support, we also suspended Libya from 
the U.N. Human Rights Council by consensus, a historic first. 

As we well know, America’s resources and influence are not lim- 
itless, and that is why the United Nations is so important to our 
national security. It allows us to share the costs and the burdens 
of tackling global problems rather than leaving those problems to 
fester or the world to look to America alone. 

I, therefore, ask for the committee’s continued support and sup- 
port this year for the President’s budget request for the CIO and 
CIPA accounts to help us advance U.S. national interests. Our 
leadership at the U.N. makes us more secure in at least five funda- 
mental ways. 

First, the U.N. prevents conflicts and keeps nations from slipping 
back into war. More than 120,000 military police and civilian 
peacekeepers are now deployed in 14 operations in places such as 
Haiti, Sudan, and Liberia. Just 98 of them are Americans in uni- 
form. 

U.N. missions in Iraq and Afghanistan are promoting stability so 
that American troops can come home faster. This is, indeed, burden 
sharing at its best. 

Second, the U.N. helps halt the proliferation of nuclear weapons. 
Over the past 2 years, the United States led efforts that imposed 
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the toughest Security Council sanctions to date on Iran and North 
Korea. 

Third, the U.N. helps isolate terrorists and human rights abusers 
by sanctioning individuals and companies associated with terrorism 
atrocities and cross-border crime. 

Fourth, U.N. humanitarian and development agencies often go 
where nobody else will to provide desperately needed assistance. 
U.N. agencies deliver food, water, and medicine to those who need 
it most, from Darfur to Pakistan and elsewhere. 

Fifth, U.N. political efforts help promote universal values that 
Americans hold dear, including human rights, democracy, and 
equality, whether it is spotlighting abuses in Iran, North Korea, 
and Burma or offering support to interim governments in Egypt 
and Tunisia. 

Let me turn now briefly to our efforts to reform the United Na- 
tions and improve its management practices. Our agenda, broadly 
speaking, focuses on seven priorities. 

First, LJ.N. managers must enforce greater budget discipline. Sec- 
retary General Ban Ki-moon recently instructed senior managers to 
cut 3 percent from current budget levels, the first proposed reduc- 
tion compared to the previous year of spending in 10 years. 

Second, we continue to demand a culture of transparency and ac- 
countability for resources and results. We aggressively promote a 
strengthened independent Office of Internal Oversight Services and 
an improved ethics framework, including protection for whistle- 
blowers. 

Third, we are pushing for a more mobile, meritocratic U.N. civil- 
ian workforce that incentivizes service in tough field assignments 
that rewards top performers and removes dead wood. 

Fourth, we are improving protection of civilians by combating 
sexual violence in conflict zones, demanding accountability for war 
crimes, and strengthening U.N. field missions. 

Fifth, we are insisting on reasonable, achievable mandates for 
peacekeeping missions. Not a single new U.N. peacekeeping oper- 
ation has been created in the last 2 years. And in 2010, for the first 
time in 6 consecutive years, we closed missions and reduced the 
U.N. peacekeeping budget. 

Sixth, we are working to restructure the U.N.’s administrative 
and logistical support systems for peacekeeping missions to make 
them more efficient, cost effective, and responsive to realities in the 
field. 

And finally, we are pressing the U.N. to finish overhauling the 
way it does day-to-day business, including upgrading its IT plat- 
forms, procurement practices, and accounting procedures. 

But the U.N. clearly must do more to live up to its founding prin- 
ciples. We have taken the Human Rights Council in a better direc- 
tion, including by creating a new special rapporteur on Iran. But 
much more still needs to be done. The council must deal with 
human rights emergencies wherever they occur, and its member- 
ship should reflect those who respect human rights, not abuse 
them. 

We also continue to fight for fair and normal treatment for Israel 
throughout the U.N. system. The tough issues between Israelis and 
Palestinians can only be resolved by direct negotiations between 
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the parties, not in New York. And that is why we vetoed a Security 
Council resolution in February that risked hardening both sides’ 
positions. We consistently oppose any Israel resolutions in the 
Human Rights Council and the General Assembly and elsewhere. 

It goes without saying that the U.N. is very far from perfect, but 
it delivers real results for every American by advancing U.S. secu- 
rity through genuine burden sharing. That burden sharing is more 
important than ever at a time when threats don’t stop at borders, 
when Americans are hurting and cutting back, and when American 
troops are still in harm’s way. 

Thank you. Madam Chairwoman. I look forward to answering 
the committee’s questions. 

[The information follows:] 
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Written Testimony Submitted by Ambassador Susan E. Rice, 

U.S. Permanent Representative to the United Nations, 

To the House Appropriations Committee - State and Foreign Operations Subcommittee 
On "United Nations Budget and Policy" 

March 16, 2011 


Introduction 


Chairwoman Granger, Representative Lowey, members of the committee, thank you for inviting 
me to testify today, It's an honor to come before this committee. We're grateful for your 
continued support for our work to advance our national interests at the UN— from imposing 
tough sanctions on Iran, to lifesaving peacekeeping and humanitarian work in Sudan and Haiti, 
to providing critical assistance to emerging new democracies in Tunisia and Egypt. 

At this time of fiscal restraint, I greatly appreciate the opportunity to highlight the ways that our 
diplomacy and investments in the United Nations advance America's interests and values 
around the globe— and to review with you the Administration's priorities for reforming the UN 
to make it more efficient, effective, and transparent. 

Let me say a few words about the current crisis in Libya, where we have seen strong UN action 
targeting Libya's cruel and delusional ruler. Early this month, with U.S. leadership, the Security 
Council swiftly and unanimously imposed strong sanctions on Colonel Qadhafi and those who 
still stand by him— imposing a travel ban, an assets freeze, and a comprehensive arms 
embargo. The Council also referred the situation in Libya to the International Criminal Court— 
the first time it has ever unanimously done so for alleged war crimes and crimes against 
humanity. Meanwhile, UN agencies— including the UN High Commissioner for Refugees, 
UNICEF, the World Health Organization, the World Food Program, and others— are working 
around the clock to meet the needs of the tens of thousands of desperate refugees and 
migrants. With broad international support, we suspended Libya from the UN Human Rights 
Council— another historic first. In the Security Council, the General Assembly, and elsewhere, 

I— like other senior U.S, officials— have repeatedly said that Qadhafi must go, and he must go 
now. We are currently discussing with our internabonal partners and allies additional options 
that the Security Council could take to further isolate the Qadhafi regime and reduce its ability 
to wage war against the Libyan people. 


The UN's response to the crisis in Libya reminds us yet again of its value in an age of 21st- 
century challenges. We are the world's most powerful country, but even a superpower's 
resources and influence are not limitless. That's why the United Nations is so important to our 
national security— and such a worthwhile investment for the American taxpayer. The UN 
allows us to share the costs and burdens of addressing global problems, rather than leaving the 
world to look to America alone. And sharing the costs and burdens of addressing these 
common problems is even more important in today's tough fiscal environment. At the same 
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time, we're ever mindful of the UN's shortcomings, and we're always clear with UN colleagues 
about them— and not always diplomatically. But the sum of what we get from the United 
Nations is a solid return on the roughly one-tenth of one percent of government spending that 
we invest. When we meet our financial obligations to the UN, we make Americans safer, save 
lives around the world, and share the burden of tackling common problems that threaten us all. 

Advancing U.S. Interests and Values at the United Nations 

Our leadership at the United Nations advances America's interests in five fundamental ways. 

First, the UN prevents conflict and keeps nations from slipping back into war. Since 1948, UN 
peacekeeping and political missions have saved countless lives, ended wars, and helped bring 
democracy to dozens of countries. More than 120,000 military, police, and civilian 
peacekeepers are now deployed in 14 operations around the world. Of that total, less than 100 
are Americans in uniform - and our military personnel always remain under US command. This 
is burden-sharing at its best, and it is making a real difference. 

In Iraq, the UN is mediating local disputes, supporting Iraqi refugees, and helping the Iraqi 
government deliver critical services such as education, water, and security. All of this helps 
move us closer to the goal of bringing our soldiers home responsibly. 

In Afghanistan, the UN supports the country's political and social transition with an assistance 
mission of more than 2,000 national and international staff. The UN helps ensure that girls go 
to school, supports presidential and legislative elections, provides critical humanitarian 
assistance, and supports Afghan governmental institutions. 

South Sudan, soon to be the world's newest nation, owes a great debt to the UN. Due in large 
part to UN assistance, the referendum on independence was successful, credible, and on time, 
UN diplomats played a critical role in persuading Sudanese President Bashir's government to 
accept peacefully South Sudan's independence, and the UN is likely to be called upon to help 
build this new nation. 

In Darfur, the UN and African Union peacekeeping mission known as UNAMID protects civilians 
and provides much-needed humanitarian access. The genocide in Darfur has claimed nearly 

300.000 lives. As much as a quarter of Darfur's total population - close to 2 million civilians - 
remain displaced from their homes. The Government of Sudan continues to use aerial 
bombings, which routinely kill civilians. In recent months, persistent insecurity has prevented 
an estimated 368,000 people from receiving desperately needed humanitarian aid. 

In Liberia, with critical support from UN peacekeepers, national elections were held in 2005, 
resulting in Ellen Johnson Sirleaf s election as the first female President in Africa, The UN's 

9.000 troops and police maintain the peace and help build Liberia's armed forces. 
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In Haiti, thanks to the resilience of a 12,000-person UN peacekeeping force, U.S. troops were 
able to conclude their incredible work and come home swiftly after the devastating earthquake 
in January 2010. That quake also took the lives of 102 UN personnel, including most of the 
mission's leadership. Despite that terrible blow, the UN rallied and played a key role 
coordinating and delivering relief after the disaster, and has conWnued to help maintain the 
peace. 

In the Democratic Republic of the Congo, the UN's 19,000-strong peacekeeping mission is 
helping stabilize the conflict-riddled east. Under the leadership of former U.S. ambassador 
Roger Meece, the UN mission (MONUSCO) helps protect civilians in perilous conditions— even 
more so in recent months, when the mission has stepped up its patrols and community liaison 
efforts. The peacekeepers also disarm former combatants, support the promotion of human 
rights, and liberate children that militias have tried to exploit as soldiers. 

UN troops in these and other hot spots cost a fraction of what it would cost to field a U.S. 
soldier to do the same job. The UN reimburses countries that contribute troops a little more 
than $1,000 a month per soldier; the U.S. share of that bill is approximately $270. An American 
soldier deployed in similar conditions would cost us several times that amount. According to a 
2007 GAO study, deploying one U.S. soldier in Haiti would cost us eight times as much as 
deploying a UN peacekeeper. 

Second, the UN helps halt the proliferation of nuclear weapons. In the past two years, with 
U.S. leadership, the Security Council has imposed the toughest sanctions that Iran and North 
Korea have ever faced. Strong Security Council resolutions have provided a foundation for 
others— from the European Union to Canada to South Korea— to impose additional sanctions of 
their own. 

These sanctions are showing results. The Security Council required states to inspect suspicious 
cargo in their airports, seaports, and even on the high seas. As a result, countries around the 
world are now regularly disrupting Iranian and North Korean efforts to smuggle items banned 
by the UN. Late last year, Nigeria seized tons of Iranian munitions. A few months earlier, a 
European country blocked a North Korean attempt to acquire graphite processing equipment 
that could be used in North Korea's nuclear program. States are blocking transfers of missile 
parts, explosives, and other nuclear-related technology— all of which are now prohibited by UN 
sanctions. Strong and sustained UN action makes crystal-clear to governments that defy their 
international nuclear obligations that they will face isolation and significant consequences. 

Third, the UN helps isolate terrorists and human rights abusers. UN sanctions target 
individuals and companies associated with terrorism, atrocities, and cross-border crime, such as 
trade in conflict minerals. The UN helps enforce these measures through a comprehensive 
system of expert panels and committees, in the wake of 9/11, for example, the Security Council 
established a committee to impose sanctions against individuals and entities associated with al- 
Qaeda and the Taliban, and roughly 400 individuals and 100 entities are now cut off from travel 
and their international assets. Late last year, a Security Council committee imposed sanctions 



547 


4 


on four individuals in the Democratic Republic of the Congo for serious human rights abuses, 
including recruiting child soldiers; it froze their assets and banned them from international 
travel. In 2009, the Security Council put Eritrea under UN sanctions to pressure it to stop 
supporting al-Shabaab and destabilizing Somalia and the greater region. 

Fourth, UN humanitarian and development agencies often go where nobody else will go to 
provide desperately needed assistance. UN humanitarian and development assistance does 
more than save lives. It also helps break the devastating downward spiral of chronic 
desperation that fuels violence and threatens international peace and security. 

When 125,000 Iraqi refugees faced desperate conditions, the UN High Commissioner for 
Refugees provided cash grants to buy heating fuel and warm clothes. In Darfur and surrounding 
areas in Northern Sudan, UN agencies provided more than 3 million people with chlorinated 
water and more than 450,000 people with safe water and sanitation facilities. In Pakistan, the 
World Food Program now delivers food assistance to around 5.2 million people in need after 
last year's terrible floods. UNICEF provided clean drinking water for 3 million flood-affected 
Pakistanis and repaired or rebuilt about 4,000 schools. When polio erupted in Central Asia last 
year, the World Health Organization vaccinated 6 million kids in Tajikistan and Uzbekistan— at a 
cost of less than $2 million. With millions of young people at risk from deadly disease, UNICEF 
provides vaccines to fully 40 percent of the world’s children, and it supplies millions of 
insecticide-treated mosquito nets in 48 countries to prevent malaria. 

The UN helps draw attention to the links between poverty, education, and political reform. 
Years before the dramatic tide sweeping the Middle East, the UN Development Program 
produced the path-breaking Arab Human Development Report, written and compiled by 
leading Arab scholars and researchers, which helped draw attention to the rising demand for 
reform and change in the Middle East from within the region. These valuable reports spurred 
important debates on the need for political leaders to fix the key deficits of freedom, 
knowledge, and women's empowerment in the region— and recent events prove how far- 
sighted this work was. 

By promoting the Millennium Development Goals, the United Nations helps combat poverty 
and ensure that all children have the basic opportunities that we insist upon for our own kids. 
These goals include cutting extreme poverty in half by 2015, slashing the mortality rate of 
children under 5 by two-thirds, and halting and beginning to reverse the spread of HIV/AIDS 
and other infectious diseases by 2015. The UN has helped galvanize substantial progress 
toward these goals. Although much remains to be done, nearly half a billion people have been 
lifted out of poverty world-wide. The number of children in developing countries who die 
before their fifth birthday is still far too high, but it did drop from 11.9 million deaths in 1990 to 
7.7 million deaths in 2010. Access to treatment for HIV/AIDS in low- and middle-income 
countries has also grown ten-fold in Just five years. The UN has also helped provide safe 
drinking water to the 1.7 billion people who gained access since 1990. The UN supports 
universal access to primary education by investing in programs to increase enrollment, such as 
advocating legal frameworks that guarantee eight to ten years of uninterrupted basic 
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education. The UN also works to end child marriages and provides incentives to poor and rural 
families to send their children to school. Beyond providing crucial development assistance, from 
health and education to clean drinking water, the UN has been the premier advocate for 
women, children, and the world's poorest. 

Fifth, the UN promotes universal values Americans hold dear. 

Since the UN's founding in the wake of World War II, protecting and promoting human rights 
has been at its core. Last year, we led efforts at the Human Rights Council to promote the full 
equality of women worldwide and better protect the ability of human rights defenders in 
oppressive countries to exercise freedom of assembly and association. The United States also 
succeeded in passing resolutions in the General Assembly condemning the terrible human 
rights records of Iran, North Korea, and Burma— by the largest margins ever. We have 
supported expanding UN human rights monitors deployed in the field, who can deter would-be 
human rights violators around the world. 

On behalf of President Obama and the United States, I had the high honor of signing the 
Convention on the Rights of Persons with Disabilities— the first new human rights treaty of the 
21st century. We have also been proud to recently announce our support for the UN 
Declaration on the Rights of Indigenous Peoples. And when some countries sought to remove a 
reference to sexual orientation in a UN resolution on extrajudicial killing, we fought back so that 
when the final resolution passed in the General Assembly, it was crystal clear that nobody 
should ever be murdered because they are lesbian, gay, bisexual, or transgender. 

The UN also does crifcai work to support democracy. It's no wonder that a new government 
like Tunisia's has already reached out for UN expertise. The UN fielded a senior team to offer 
technical support as Tunisia's interim government struggles to implement democratic reforms 
that their people have demanded for years. The United Nations has helped many emerging 
democracies by providing legal, technical, and financial assistance. Over the past decade alone, 
dozens of countries— including Sierra Leone, Zambia, Bangladesh, and Iraq— have received 
support, including training for electoral officials, dispute resolution, voter registration, and 
electoral administration. 

The United States has also led in the fight at the UN for equality and women's rights. We 
forged a broad coalition to create UN Women, a new UN agency to empower women and girls. 
UN Women streamlines disparate efforts on women across the UN system, elevating women's 
issues throughout the UN's work. This consolidation also enabled the UN to achieve 
efficiencies— one front office, one IT system, one set of thematic experts, and so on. The 
United States strongly supports the leadership of former Chilean President Michelle Bachelet, 
who was chosen by UN Secretary-General Ban Ki-moon to head this important new agency. 

Promoting UN Reform 
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Madame Chairman, members of the committee, I hope these five points give you a fuller sense 
of the value the UN offers to the American taxpayer. Let me turn now to the question of how 
the UN can do better— and to the Administration's sustained and determined efforts to reform 
the UN and improve its management practices. 

As the UN's largest financial contributor, founding member, and host country, the United States 
has the greatest stake in ensuring that the UN delivers results efficiently and effectively. The 
more effecb've the UN is, the better it can advance our shared interests and values, I work every 
day with the UN, so Tm very much aware of its imperfections. But this is a large, complex 
system, and fixing it isn't a simple matter of flipping a switch. We take second place to no one 
in pushing for reform and results. But lasting reform will require uninterrupted American 
leadership, determination, and patience. 

The UN is a body made up of 191 other member states, with their own interests and sometimes 
opposing efforts. When the UN stumbles, it's usually because its members stumble— because 
big powers duck tough issues in the Security Council or because spoilers grandstand in the 
General Assembly. But the United States remains the leader in pushing for real and irreversible 
reform and lasting results because it's in our interests to do so. 

Our efforts today focus on reforms that can enable the UN to do more with less. We work to 
foster a culture of accountability and transparency; to improve business practices throughout 
the UN system; and to build up the political will and operational capacities to deliver lifesaving 
services to those in need. 

Our reform agenda focuses on seven core priorities. 

First, UN managers must enforce budget discipline. Last week, Secretary-General Ban 
instructed senior managers to cut 3 percent from current budget levels as be prepares to 
submit his next budget. This would be the first proposed reduction compared to the previous 
year of spending in ten years. At this moment of economic distress at home and abroad, at a 
bme when governments are making painful cuts, we are working to help the United Nations to 
take cost saving measures such as abolishing long-vacant posts, freezing pay for UN staff, 
exploring alternative business practices, and finding other efficiencies to offset the cost of new 
or increased responsibilities. 

Second, we continue to demand a culture of transparency and accountability for resources 
and results. We aggressively promote a strengthened, independent Office of Internal Oversight 
Services (OIOS) and an improved UN Ethics Office to ensure accountability and manage financial 
risk. In recent years, the United States has led efforts in the General Assembly to defend the 
operational independence of OIOS and ensure that it has the resources it needs. We resisted 
efforts to restrict access by member states to OIOS reports, and we pressed the General 
Assembly to reaffirm that right of access— as part of our larger drive to foster a culture of 
transparency and accountability. The United States was instrumental in ensuring that the cases 
and competencies of the Procurement Task Force, established in response to lapses in the Oil- 



550 


7 


for-Food program, were transferred and integrated into OIOS, so its important work could 
continue. 

The United States actively supports the newly appointed UN Inspector-general, Carman 
Lapointe of Canada. She is a tough and experienced auditor committed to carrying out 
aggressive investigations into waste, fraud, and abuse. We are working closely with Ms. 
Lapointe to ensure she has the resources and support to bolster OIOS' investigative work, 
including more capacity in the field. 

A respected American, Joan Dubinsky, now heads the UN Ethics Office. We demand strong 
disciplinary action when ethics violations occur. We are pressing for deployment of a strong, 
mandatory ethics training program for all managers and mandatory public financial disclosure 
for all senior UN officials. 

The United States also leads efforts to enhance transparency and accountability across the 
wider UN system, including UN funds, programs, and specialized agencies. We work hand in 
hand with the UN to make sure aid is coordinated, and that duplication with our national 
efforts is avoided. Despite its many successes, UNDP has a iong way to go on internal oversight 
and accountability, including donor access to program audits— an issue that we raise regularly. 
And we work closely with American, Anthony Lake, who now heads UNICEF, to support reforms 
that will strengthen its unmatched ability to reach the most vulnerable and disadvantaged 
children. 

Third, the UN needs a more mobile and meritocratic civilian workforce. Today's United 
Nab'ons mostly works in the field, mediating conflicts, peacekeeping, delivering humanitarian 
assistance, or supporting development— not sitting behind a desk in New York or Geneva. The 
United States has supported major human resource reforms in the General Assembly that 
streamline the large, confusing array of contracts previously used to hire UN staff and 
harmonize different conditions of service across the UN system. These reforms should help 
reward staff for taking on tough assignments in places such as Darfur, the eastern DRC, 
Afghanistan, and Iraq. 

We are urging the UN to do more to make human resources reform a top priority— replicating 
best practices in the public and private sectors to reward top performers, remove dead wood, 
and develop staff skills, and building partnerships that will help the UN focus on core missions, 
not mission creep. We are pressing the UN to slash recruitment b'me to fill critical vacancies, as 
well as to conttnue to Invest in its senior leadership appointment process to field the best 
possible leadership teams for crucial missions. 

Fourth, we are improving protection of civilians across the UN system. The United States has 
consistently led Security Council efforts to strengthen UN peacekeeping mandates to protect 
civilians. That leadership resulted in the groundbreaking Resolution 1820, which gives the UN 
better tools to combat sexual violence in conflict zones, including the first-ever UN Special 
Representative on Sexual Violence in Conflict. We consistently demand accountability for those 
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responsible for genocide and war crimes, most recently in Libya. And President Obama 
personally stressed the importance the United States attaches to protecting civilians in war 
zones in his historic September 2009 meeting in New York with the leaders of the countries that 
contribute the most troops and police to UN operations. 

We are also urging senior UN officials in the field to adopt mission-wide strategies to ensure 
they're living up to their Security Council mandates to save innocent lives. We urge countries 
that contribute forces to UN missions to press their soldiers and police to use all tools at their 
disposal to protect civilians in danger. This is particularly important when it comes to the 
shocking and horrific use of rape as a weapon of war, which has reached epidemic proportions 
in the Democratic Republic of the Congo and elsewhere. At U.S. insistence, peacekeepers are 
doing more to prevent and stop rape and sexual abuse— especially in the few rare cases when 
peacekeepers betray their honor and victimize the civilians they should be protecting. 

We are encouraged that DRC military officers have recently been prosecuted for conflict- 
related sexual violence, including the conviction of senior officers for mass rape and crimes 
against humanity. We will continue to demand justice. One rape is one too many. But as we 
continue to push for improvement, we must remain mindful that the Democratic Republic of 
Congo is a country the size of the United States east of the Mississippi River, with few roads, 
few police, and far too many marauders. Some 20,000 peacekeepers with only a couple dozen 
helicopters cannot be everywhere they may be needed all the time. 

Fifth, we are ensuring that peacekeeping missions have reasonable mandates they can fulfill. 
From 2000 to 2008, the annual UN peacekeeping budget rose dramatically— from roughly $1 
billion in 2000 to fully $7 billion by the end of the Bush Administration. Over the same period, 
the total number of peacekeeping personnel deployed globally under the UN flag grew from 
40,000 to more than 120,000. Not only did UN peacekeepers grow more than three-fold, they 
were also sent by the Security Council into new and tougher environments: uncooperative host 
countries, conflicts where there wasn't much peace to keep, and places such as Darfur where 
UN forces struggle to cover the vast terrain. 

We insist that missions match mandates and that mandates be impiementable. We are 
judicious about when and where we establish new peacekeeping missions. Not a single new UN 
peacekeeping operation has been created in the last two years. Meanwhile, we supported the 
closure of a UN mission in Chad and the Central African Republic, saving up to $600 million per 
year. In fact, in 2010, for the first time in six consecutive years, we managed to reduce the 
peacekeeping budget. We also led efforts to end the UN Special Political Mission in Nepal once 
its contributions reached the point of diminishing returns. 

Sixth, we are working to overhaul the UN’s administrative and logistical support systems for 
peacekeeping missions. Traditionally, the UN creates a separate administrative and logistics 
support structure for each new peacekeeping operation. But it would be far more cost-effective 
to have one support structure serving several peacekeeping and political missions in a 
particular area. The previous, piecemeal approach to field support meant delayed deployments 
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and unnecessary costs. So we pushed hard to secure adoption of the Secretary-General's new 
Global Field Support Strategy, one of the four planks of the "New Horizons" peacekeeping 
reform agenda— a five-year effort to overhaul the policies, performance standards, capabilities, 
planning, oversight, and logistics support for peacekeeping operations. 

Implementing the Global Field Support Strategy Is projected to yield tens of millions of dollars 
in annual savings in 2011— for instance, by providing common air-transportation services and 
back-office administrative support to UN missions in East Africa and the Great Lakes through a 
Regional Service Centre in Entebbe, Uganda. 

And finally, we are pressing the UN to complete an ongoing overhaul of the way it conducts 
its day-to-day business, including upgrading its information technology platforms, 
procurement practices, accounting procedures, and budget planning. The UN is in the midst 
of a major exercise, known as the Enterprise Resource Planning project, to revise business 
processes for core administrative functions and to employ modern information systems to 
manage them in the future. This could mean sweeping administrative reform and hundreds of 
millions in annual savings— which is why we support it and are closely monitoring its 
implementation. We are also pushing the UN to fully implement the International Public Sector 
Accounbng Standards to bring the UN system in line with modern accounting practices. 

The United States continues to lead the charge for serious and comprehensive reform. We 
demand a UN that is more lean, more nimble, and more cost-effective. No one pushes harder 
than the United States to protect whistleblowers, impose budget discipline, and promote 
transparency. And we will not rest until the UN reduces its bureaucracy, reaps greater savings, 
rewards talent, and retires underperformers. 

The Human Rights Council 

We hope the taxpayers' confidence in the UN will continue to grow as it makes progress on the 
reforms I have just mentioned. But the UN's credibility and efficacy also require it to live up to 
its founding principles, especially in bodies such as the Human Rights Council. 

The United States joined the Human Rights Council to strengthen and reform it. We have no 
illusions about the Human Rights Council. But the results there were worse when America sat 
on the sidelines. Dictators frequently weren't called to account; abused citizens couldn't count 
on their voices being heard; and Israel was relentlessly bashed. As Secretary of State Clinton 
said, we joined the HRC "not because we don't see its flaws, but because we think that 
participabng gives us the best chance to be a constructive influence." Indeed, U.S. engagement 
and leadership are paying dividends as we press for significant change session by session. 

Earlier this month, the General Assembly suspended Libya's membership from the Council— the 
first time any country has been suspended from the Council or the Human Rights Commission 
that came before it— and it established an independent commission of inquiry into the ongoing 
violence. Since joining the Council, we have broadened support to renew the term of the UN's 
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Independent Expert on Sudan, the only international mechanism monitoring human rights 
violations throughout the country— in the face of staunch opposition. We led efforts to create 
a new Special Rapporteur on Freedom of Assembly and Association, giving civil society 
organizations additional protection from oppressive governments. We led action to establish a 
group of independent experts to end laws discriminating against women and girls. 

Throughout our membership on the Council, we have consistently highlighted the human rights 
abuses of the Iranian government. The United States forced Iran to withdraw as a candidate for 
the Council, depriving them of a seat at the table, and later led a broad coalition of countries to 
condemn their human rights record last June. We continue to push for strong action by the 
Council and the General Assembly to hold the Iranian government accountable for future 
violations, including a resolution at the current session that would establish a special 
rapporteur to keep the spotlight on these issues. 

We have recognized that change at the Council can best be achieved resolution by resolution, 
forcing the body to address urgent and chronic human rights situations, and insisting upon 
principles of universality and objectivity. 

We have made a priority of pressing the Council to come to grips with human rights 
emergencies wherever and whenever they occur. The Council's record here has been mixed; it 
rose to the occasion during recent crises in Libya, Guinea, and Kyrgyzstan, and Cote D'Ivoire, 
but it fell short on Burma, Iran, North Korea, Somalia, Sri Lanka, and others. We will work to 
ensure that the right mechanisms are in place to call the Council to action when necessary. 

We believe that membership on the Human Rights Council should be earned through respect 
for human rights, not accorded to those who abuse them. While no UN body can expect to have 
only countries with perfect records on it, we are focused on keeping the most egregious and 
disruptive human rights abusers off the Council, as we did last year when Iran sought a seat. 
They make a mockery of the Council, as well as the credibility of the United Nations as a whole. 
As recent events in Libya demonstrate, countries that grossly and systematically violate human 
rights have no place on the body. 

Finally, we consistently push for fair treatment of Israel, including eliminating Item Seven, the 
stand-alone agenda item that unfairly singles out Israel while all other countries are treated 
under a common item. Structural bias against Israel is wrong, and it undermines the important 
work we are trying to do together as member states. We believe we have already taken the 
Council in a better, stronger direction but that much more needs to be done. 

Singling Out Israel 

That brings me to another important priority: ensuring Israel gets normal treatment in the UN 
system. UN members devote disproportionate negative attention to Israel and consistently 
adopt biased resolutions. I spend a good deal of time working to ensure that Israel's legitimacy 
is beyond dispute and its security is never in doubt. 
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The tough issues between Israelis and Palestinians can only be solved by direct negotiations 
between the two parties, not in New York. That's why the United States vetoed a Security 
Council resolution on settlements last month that risked hardening the positions of both sides. 
Like every administration that has dealt with this issue, we believe that Israeli settlement 
activity is illegitimate, undermines Israel's security, and corrodes hopes for peace and stability 
in the region. But we also think it unwise for the Security Council to attempt to resolve the core 
issues that divide Israelis and Palestinians. 

We've been plain about the deep flaws of the Goldstone Report and the Human Rights 
Council's inquiry into the tragic flotilla episode. We consistently oppose anti-Israel resolutions 
in the Human Rights Council, the General Assembly, and elsewhere. Last year at UNESCO in 
Paris, we were the only "no" vote on five anti-Israel resolutions forced to a vote by the Arab 
group. In 2009, we withdrew from the Durban Review Conference due mainly to its insistence 
on reaffirming the 2001 Durban Declaration, which unfairly singles out Israel. 

The United States continues to fight for full and equal Israeli participation throughout the UN 
system. We supported Israel's election to the leadership of the UN Commission on Sustainable 
Development and as Chair of the Kimberley Process on conflict diamonds. In December 2009, 
we succeeded in formally adding Israel to the so-called JUSCANZ consultation group— consisting 
of Japan, the United States, Canada, Australia, New Zealand, and others— for the Fifth 
Committee, which handles budgetary matters. We got Israel added to the JUSCANZ group at 
the Human Rights Council in Geneva. We renewed Israel’s membership in a regional grouping 
of the World Intellectual Property Organization. And we are working hard to include Israel into 
the Western European and Others Group in Geneva, allowing it to fully participate in a UN 
regional group, as it already does in New York. 

Underlying ail of this is our bedrock commitment to ensuring that Israel is treated as a full and 
equal member of the community of nations. As President Obama said last September before 
the entire UN General Assembly, "It should be clear to all that efforts to chip away at Israel's 
legitimacy will only be met by the unshakeable opposition of the United States." 

Meeting Our Financial Obligations 

To make the UN more effective, we need to be consistent in our overall approach. 1 frankly 
believe we harm our interests and make reform far less likely if we fail to meet our financial 
obligations in full and on time. I request the Committee's continued support for the 
President's budget request of $1,619,400 for the Contributions to International Organizations 
(CIO) account and $1,920,000 for the Contributions for International Peacekeeping Activities 
(CIPA) account. 

After all, the UN can't deliver the results we want if we starve it of the resources it needs. 
Moreover, it's very much in our interest to ensure that the rest of the world continues to pick 
up almost three-quarters of the tab for UN activities, as they currently do. If we treat our 
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financial obligations under the UN Charter as optional, others will too— and we could end up 
paying far more than we do today. 

As the Committee works on appropriations legislation, the Administration requests your 
continued steady support for paying our peacekeeping and regular budget dues in full. We very 
respectfully request that Congress fund full payment of our peacekeeping obligations to ensure 
that troop-contributing countries remain willing to risk their forces for dangerous jobs around 
the world. I also ask that this Committee provide the Administration with the authority to pay 
our peacekeeping dues in full at the current rate of 27.14 percent for 2011 and 2012. 

I remain concerned about the Stearns amendment, adopted by the House in H.R. 1, which stops 
contributions for critical renovations of the UN headquarters building. This project was 
vigorously requested and supported by the City of New York and the New York Police 
Department. They are rightly concerned that New York's finest and bravest might have to 
respond to a terrorist attack or other emergency in a building filled with asbestos and without 
fire sprinklers. Stopping our support now makes no sense. It would leave the UN with a half- 
gutted building, and it would cut off critical construction jobs for New York at a moment when 
ordinary Americans are hurting. The math is clear: for every dollar that the United States 
contributes to the renovation of UN headquarters, $4 in construction contracts are awarded to 
American companies. 

Finally, let me address the issue of credits that have unnecessarily accumulated at the UN. I 
agree with this Committee's recommendation in H.R. 1, that credits should be used to offset 
current and future UN assessments. It's unacceptable that so many credits accumulated over 
the last decade, and the Administration is committed to utilizing all existing credits in Fiscal 
Years 2011 and 2012. We are working with the United Nations to ensure that its formulas for 
estimating expected costs are revised to ensure greater accuracy. In these tough economic 
times, we must not allow money to pile up in UN accounts, 

Conclusion 


In conclusion, let me reiterate: the UN isn't perfect. But it delivers real results for every 
American by advancing global stability and American security through genuine burden-sharing. 
That burden-sharing is more important than ever in a world of 21st-century threats that don't 
stop at borders, in a time when Americans are hurting and cutting back, and at a moment when 
American troops are sbll in harm's way. 

In Iraq and Afghanistan, the UN is contributing to stability so our soldiers and others can 
responsibly return home. In Libya, UN refugee workers and the World Food Program are 
providing urgent humanitarian aid to hundreds of thousands of vulnerable refugees. In Cote 
d'Ivoire, UN peacekeepers are helping citizens stand against a strongman who stole an election 
and won't give way to the country's democratically elected president. In Tunisia, UN experts are 
helping plan for historic elections that will let the will of the people be heard. In the Democratic 
Republic of the Congo, UN forces are protecting women and girls from violent thugs and sexual 
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predators. Iran and North Korea are being pressured by the toughest international sanctions 
either country has ever faced. 

The United Nations plays an indispensable role in advancing our interests and defending our 
values. It provides a real return to the American taxpayer on our investment. From fighting for 
fair treatment for Israel to reforming management practices to strengthening peacekeeping 
missions, we have made real progress to tackle the flaws that had eroded U.S. confidence in the 
UN. None of this is possible without strong U.S. leadership. That leadership is the engine that 
drives strong and effecb've action from the United Nations— from peacekeeping to nuclear 
nonproliferation, human rights to counterterrorism, democracy to development. And for the 
United States to continue to lead effectively, the active and full support of this committee is 
absolutely essential. 

I greatly appreciate the opportunity to discuss these important issues with you today. I look 
forward to working with you to ensure that we continue to provide strong support for our 
efforts at the United Nations— and to consulting with you on how we can work together to do 
even better in the years ahead. 

Thank you. I am pleased to answer the Committee’s questions. 



557 


Ambassador Susan E. Rice 
Susan E. Rice 

U.S. Permanent Representative 
to the United Nations 

Ambassador Susan E. Rice serves as the U.S. 
Permanent Representative to the United Nations and is 
a member of President Obama's Cabinet. She was 
unanimously confirmed to this position by the U.S, 
Senate on January’ 22, 2009. 

Ambassador Rice believes that the United Nations has 
a vital role in advancing international peace and 
security and is committed to working to make the 
United Nations a more perfect forum to address the 
most pressing global challenges; to promote peace, to 
support development and democracy, and to strengthen 
respect for human rights. She has outlined four primary- 
areas of focus: strengthening the capacity of the UN to undertake complex peace 
operations effectively; addressing climate change; preventing the spread or use of nuclear 
weapons and working to meet the goals of the Nonproliferation Treaty; and combating 
poverty, disease, violence and genocide. 

in nominating Ambassador Rice, President Barack Obama said, “Susan has been a close 
and trusted advisor. As in previous Administrations, the UN Ambassador will serve as a 
member of niy cabinet and integral member of my team. Her background as a scholar, on 
the National Security Council, and Assistant Secretary of State will serve our nation well 
at the United Nations. Susan knows that the global challenges we face demand global 
institutions that work. She shares my belief that the UN is an indispensable - and 
imperfect — forum. She will carry the message that our commitment to multilateral action 
must be coupled with a commitment to reform. We need the UN to be more effective as a 
venue for collective action — against terror and proliferation; climate change and 
genocide; poverty and di.sease.’’ 

From February 2007 through November 2008, Ambassador Rice served as a Senior 
Advisor for National Security Affairs on the Obama for America Campaign. She later 
seiwed on the Advisory Board of the Obama-Biden Transition and as co-chair of its 
policy working group on national security. From 2002-2009, she w'as a Senior Fellow at 
the Brookings Institution where she focused on U.S, foreign policy, transnational security 
threats, weak states, global poverty and development. 



Page 1 of 2 



558 


From 1997 to 2001, Ambassador Rice was the U.S. Assistant Secretary of State for 
African Affairs. In this position she formulated and implemented overall U.S. policy for 
48 countries of Sub-Saharan Africa, including political, economic, security and 
humanitarian issues. As Assistant Secretary, she oversaw the management of 43 U.S. 
Embassies and over 5,000 U.S. and Foreign Service national employees, with a bureau- 
operating budget of over $100 million and a program budget of approximately $160 
million annually. In 2000, Ambassador Rice was co-recipient of the White House’s 2000 
Samuel Nelson Drew Memorial Award for distinguished contributions to the formation 
of peaceful, cooperative relationships between states. 

From 1995-1997, Ambassador Rice served as Special Assistant to President William J. 
Clinton and Senior Director for African Affairs at the National Security Council at the 
White House. Prior to this position, she served as the Director for International 
Organizations and Peacekeeping on the National Security Council staff from 1993 until 
1995. 

Previously, Ambassador Rice was a management consultant with McKinsey and 
Company and also served on numerous boards, including the National Democratic 
Institute, the Partnership for Public Service and the U.S. Fund for UNICEF. 

Ambassador Rice received her M.Phil (Master’s degree) and D.Phil. (Ph.D) in 
International Relations from New College, Oxford University, England, where she was a 
Rhodes Scholar. She was awarded the Chatham House-British International Studies 
Association Prize for the most distinguished doctoral dissertation in the United Kingdom 
in the field of International Relations. Ambassador Rice received her B.A. in History with 
honors from Stanford University where she graduated junior Phi Beta Kappa and was a 
Truman Scholar. Ambassador Rice is married and has two children. 


Page 2 of 2 



559 


Ms. Granger. Thank you so much. 

I am going to start with a question, and again, because I know 
everyone has questions and would like to be heard, we will move 
as succinctly as we can and limit that time. 

You talked about Israel and what is happening there. And this 
past February, you cast a negative vote against a Security Council 
resolution condemning all Israeli settlements, stating the resolu- 
tion would harm the peace talks. And we are glad about that. I 
commend you for standing firm on that issue. 

But the ability of certain nations to use the U.N. to further their 
own anti-Israel agenda is very troubling. What can the administra- 
tion do to keep issues like this off the U.N. agenda, when they are 
more appropriately addressed at the negotiating table? And what 
can the Congress do to support you in those efforts? 

Ambassador Rice. Thank you very much. Madam Chairwoman. 

Well, first of all, let me underscore that we are deeply and dura- 
bly committed to countering the anti-Israel bias in the United Na- 
tions, attacks on Israel’s legitimacy and security. And I spend a 
good deal of time every day, along with my colleagues, doing just 
fiiat. 

Having said that, our tools differ depending on the forum. Obvi- 
ously, in the Security Council, we are a veto- wielding member, and 
we have not hesitated, as we recently demonstrated, to use that 
veto when we think our interests necessitate it. 

In the General Assembly, where every nation has a vote, we, 
frankly, have a harder time. And while we have made some 
progress in bringing other countries along to our position and, 
when necessary, joining with us in opposing offending draft resolu- 
tions, we are, more often than not, outnumbered on a number of 
issues. 

But nonetheless, we have had important successes in the Human 
Rights Council and in New York in advancing our interests and 
Israel’s interests. We have managed to get Israel increasingly in- 
cluded in Western and like-minded groups that allows Israel’s voice 
to be amplified. 

I don’t want to get into minutiae, but there are groups known as 
JUSCANZ. These are groups of Western countries that come to- 
gether to coordinate and consolidate policy positions on various 
issues. And we have them in Geneva, and we have them in New 
York. And Israel has been seeking for quite some time membership 
in these groups, and we have had success in helping Israel obtain 
membership in recent years. 

We stand up and vocally defend our interests and values and 
Israel’s where we think warranted and have no compunction about 
being the only vote, if necessary, whether in Geneva or at Paris in 
UNESCO, in fighting to counter anti-Israel sentiment. And we 
have had success as recently as in the IAEA last year in preventing 
an anti-Israel resolution from passing. 

So we don’t have 100 percent or 1,000 batting average, but we 
have a good one. We are fighting relentlessly, and we will continue 
to do so. 

Ms. Granger. Thank you very much. 

I will save another question for if we have another round. 

Mrs. Lowey. 
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Mrs. Lowey. I will go on to another question. But I just wanted 
to, frankly, express my concern about the anti-Israel bias, and I am 
very concerned that in the General Assembly, we don’t have a veto. 

So if 100 states declare the Palestinian Authority a state, that 
is it, I gather, unless there is something else we can do. It is my 
understanding that if 100 individual actors declare the Palestinian 
area a state, that is it. 

Ambassador Rice. This is a complicated issue, and it depends 
what we mean by declaring it a state. If we are talking about mem- 
bership in the United Nations, that has to also go through the Se- 
curity Council. If we are talking about a political declaration of 
some sort that doesn’t, in fact, establish a new state acknowledged 
at the U.N. as a member, that is a more difficult issue. 

Mrs. Lowey. To be continued. 

Okay. On another issue, in July 2010, the U.N. General Assem- 
bly established a new entity for women because existing U.N. ef- 
forts to address women were incoherent, under resourced, and frag- 
mented. As you know, you, my colleagues, and I, many of us have 
spent our career focusing on the advancement of women. 

Do you think U.N. Women is an improvement over previous ef- 
forts to address these issues and why? In what ways is there an 
improvement? 

Ambassador Rice. Well, thank you. 

Yes, I do think it is an improvement, and I am hopeful about the 
potential for U.N. Women not only to streamline, but also to 
strengthen the U.N.’s previously disparate mechanisms for sup- 
porting women’s advancement and women’s rights and progress 
internationally. 

Before U.N. Women, there were at least four significant entities 
within the United Nations system that had a piece of the pie on 
women’s issues, and they were often duplicative and not mutually 
reinforcing and disjointed. What has occurred now, after a long and 
difficult negotiation, which the United States played an important 
leadership role, is that these entities have been streamlined, con- 
solidated, and now we will have not only a more energized and ef- 
fective presence in New York, where all of the issues related to 
women come together in one place, but also action in the field in 
a manner not on the same scale, but not dissimilar to the role that 
UNICEF plays at the country level for children. 

We are also very encouraged that Michelle Bachelet, the former 
president of Chile, who is an incredibly dynamic and talented 
woman, is bringing her strong leadership skills to head U.N. 
Women. And she is off to an important and strong start, and we 
spend a good deal of effort in support of her work. 

So for those reasons, I am optimistic. I think it is an important 
reform that has been accomplished. It should make the operations 
related to women in New York more efficient and give it a more 
credible and effective presence in the field. 

But resources are going to be a challenge. Most of the resources 
for U.N. Women will come from voluntary contributions, and Mrs. 
Bachelet is looking at very innovative ways of trying to rely on 
more than simply government donations, including perhaps founda- 
tions, private sector, and the like to augment U.N. Women’s budg- 
et. 
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Mrs. Lowey. I understand President Obama has requested $8 
million for U.N. Women for fiscal year 2012. Does this $8 million 
include contributions for the U.N. Trust Fund to End Violence 
Against Women? 

Ambassador Rice. No, ma’am. It doesn’t. And there is not a sepa- 
rate line item in our request for that this year. 

Last year, I think as you recall, we had requested — we had $6 
million for UNIFEM, one of the precursors, predecessors to U.N. 
Women. In a better budget climate, we would have liked to have 
been able to make our first year request for support for U.N. 
Women larger than $8 million. That was not possible, given the 
constraints that we are all wrestling with. But it is an increase, 
and it is meant to demonstrate, as the United States is a member 
of the Board of U.N. Women, that we are and we intend to try to 
remain a major donor, pursuant to the seat which we occupy. 

Mrs. Lowey. Thank you. 

Thank you. Madam Chair. 

Ms. Granger. Thank you. 

Mr. Austria. 

Mr. Austria. Thank you. Chairwoman Granger. 

And Ambassador, thank you for being here. I appreciate your tes- 
timony. 

And I want to follow up just very quickly, if I could, on the Israel 
issue, and I think we all agree that there is an issue there as the 
Palestinian leadership is refusing to resume negotiations with 
Israel and instead seems to be mounting an effort to bypass the 
peace process to gain international recognition and statehood. 

And I thank you. I want to also go on record to thank you for 
the U.S. veto of that resolution and for the statement that the best 
path to peace is through direct negotiations. 

My question, just to follow up on this specifically, there has been 
speculation that the Palestinians will use Resolution 377, the Unit- 
ing for Peace Resolution, to hold a special session and to pass a 
resolution recognizing an independent Palestinian state. 

What is your evaluation of the potential impact of the use of the 
Uniting for Peace mechanism, and how would the United States 
react if the Palestinians ultimately decide to use the strategy? 

Ambassador Rice. Well, I want to be careful both about specu- 
lating about what mechanisms they might use and what tactics we 
would employ in response. 

Mr. Austria. I understand. 

Ambassador Rice. Particularly as I wouldn’t want to give 
them 

Mr. Austria. I understand. Whatever you are able to share with 
this committee. 

Ambassador Rice [continuing]. Insight into our approach. But as 
I said, there are multiple ways that this could come with differing 
impacts. They could come first to the Security Council and then go 
to the General Assembly. They could bypass the Security Council 
and go straight to the General Assembly, but not if they are seek- 
ing membership of the United Nations, which is, I understand that 
in all likelihood, their preference. 

And what form this may take will, in substantial part, dictate 
our response accordingly. But we have maintained and will con- 
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tinue to maintain that, you know, you can pass a resolution, but 
that does not a viable state create. 

A viable state of Palestine and a two-state solution can only be 
accomplished through direct negotiations between the parties in 
which the crucial final status issues that we all are familiar with 
can be resolved. Otherwise, you have at best a theory on a piece 
of paper. 

And so, our strong view is, and the enduring effort of the admin- 
istration remains, to urge and press the parties to return to the 
table and engage in the direct negotiations, which are the only via- 
ble vehicle for achieving the goal that both sides say they seek and, 
of course, is in our interest to be accomplished. 

Mr. Austria. I again thank you for your efforts, and I also want 
to thank you because largely to your presence and leadership at 
the United Nations, the U.N. Security Council passed the toughest 
yet mandatory sanctions against Iran and its nuclear program last 
summer. 

Now, of course, the key to it is implementing that plan and en- 
forcing those sanctions I think is what matters. And my question 
is what is the United States doing working with the U.N. to ensure 
that these sanctions are enforced uniformly and globally, and what 
are the consequences for countries that violate those sanctions spe- 
cifically on those countries that continue to import Iranian arms in 
violation of the ban on all Iranian arms exports? 

Ambassador Rice. Well, first of all, thank you for your sup- 
portive comments about Resolution 1929. It, indeed, was a broad 
and tough resolution that substantially expanded the global regime 
of pressure on Iran, both from a financial point of view, an arms 
point of view, a trade point of view, ballistic missiles. It covered a 
broad range of concerns that we are intent upon legitimately ad- 
dressing, and I want to thank Congress for following that effort in 
the Security Council with the very, very impactful sanctions that 
you subsequently passed. 

And I think, as I have said in other contexts, we have, together, 
built what I like to call a three-layer cake with the global regime 
as strengthened by 1929 and being binding on everybody. Then the 
subsequent important steps that the European Union, Canada, 
South Korea, Japan, a number of others took on their behalf to 
strengthen their own national efforts. And then the third layer 
being the very powerful domestic legislation that you passed and 
that the President signed. 

We are at the United Nations involved very actively in the en- 
forcement of these sanctions. We have a strong and active sanc- 
tions committee, which monitors all reported violations. We have 
established now in this last Resolution 1929 a panel of experts, 
which has an investigative function and that advises the sanctions 
committee and the Security Council on ways to strengthen enforce- 
ment. 

That panel is now up and running. And if it is like other panels, 
we expect it to provide very useful insight and information about 
how to strengthen the regime. 

There have been a number of instances where countries have 
interdicted weapons shipments, including most recently one that 
Israel interdicted. But in Nigeria and South Asia and elsewhere. 
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we have seen very aggressive sanctions interdiction and enforce- 
ment, and those violations get reported to the Security Council and 
are publicly acknowledged. 

We don’t have yet and I think it will be very difficult to obtain 
in the Security Council the equivalent of secondary sanctions so 
that countries that might be receiving arms shipments from Iran 
also face a penalty. Our focus is principally on detection, interdic- 
tion, and then destruction or disposition of any weapons that have 
been discovered. 

And one of the enhancements to this 1929 sanctions regime simi- 
lar to the one we passed a year before on North Korea is cargo in- 
spection regime, including on the high seas, which strengthens na- 
tions’ ability to interdict any suspect cargo. 

Ms. Granger. Thank you. 

Mr. Austria. Thank you. Ambassador. 

Thank you. Chairwoman. 

Ms. Granger. Mr. Schiff. 

Mr. Schiff. Thank you. Madam Chair. 

Ambassador, I have heard reports that the U.N. -backed Cam- 
bodian War Crimes Tribunal has been hindered by scarce re- 
sources. This was a genocide of monstrous depravity. It is deeply 
distressing to me that a war crimes tribunal prosecuting people re- 
sponsible for that genocide should be stymied for lack of resources. 

What is the United Nations and U.S. U.N. doing to try to support 
that effort? 

Ambassador Rice. Thank you very much for your concern and 
your question. 

Let me give you a general answer, and we will get back to you 
with more specifics for the record. But as you know, we were in- 
strumental in leading the effort to establish a viable mechanism for 
accountability for the crimes and genocide that were committed in 
Cambodia. 

It is an unusual structure for such a tribunal, unique in its com- 
position and, therefore, its funding mechanisms. If I am not mis- 
taken, contributions come both from bilaterally on a national basis, 
as well as partially through the United Nations. I can’t give you 
exactly at this point detail on the shortfalls, but I am happy to get 
back to you on that. 

Mr. Schiff. Well, thank you, and I will follow up with you on 
this. And I know it is always perilous to make analogies to the Hol- 
ocaust. But it would be as if the Nuremberg War Crimes Tribunals 
couldn’t go forward for lack of resources, and I look forward to 
working with you on that issue. 

We have lacked really for two decades a policy with respect to 
Somalia, a very difficult place to figure out what to do. Can you 
share any thoughts on what the U.N. is doing or on what we 
should be doing? Is there any way forward in terms of Somalia? 

Ambassador Rice. Yes. I appreciate the question because I share 
your view that this is an issue that is of critical importance to our 
national security and to the security of the region, given the pres- 
ence of extremist groups, including al-Shabaab and other al-Qaeda 
affiliates. And it is a vexing problem that has, for 20 years, festered 
without sustainable solution. 
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There are different aspects to the challenge in Somalia. There is 
a governance challenge. There is an economic development chal- 
lenge. There is, first and foremost, as related to both of those, a se- 
curity challenge. 

Most of Somalia in the central and southern portion remains in 
conflict and without effective governance. The Transitional Federal 
Government, TFG, is a weak and disparate governing entity that 
really only as a practical matter controls a portion of Mogadishu. 

We have worked very hard and invested substantial resources 
with support from Congress in bolstering the African Union force 
in Somalia, known as AMISOM. It is principally comprised of 
troops from Uganda and Burundi. There are now roughly 8,000 on 
the ground. We recently in the United Nations authorized an in- 
crease of an additional 4,000 troops, which will come over the 
course of this year, to a force strength of 12,000. 

We, through the United Nations, support the logistical and sup- 
port package for AMISOM. We have offered bilateral assistance to 
Uganda and Burundi to bolster their presence. And but for 
AMISOM, the security situation in Mogadishu and beyond would 
be absolutely untenable. They are securing the port, the airport, 
the key government buildings. And in an offensive that has made 
some progress over the last few months, they have expanded the 
area of security and control in Mogadishu and taken ground back 
from al-Shabaab. 

So that security component, it is the only game in town, and it 
has been our judgment to date that, given history and past experi- 
ence in Somalia, that having an African-based force willing to fight 
and take losses with external support through this U.N. logistical 
support package is the best vehicle we have to help enhance secu- 
rity in Mogadishu. 

There is also the piracy problem, which we could spend time on, 
which is another very serious concern from our point of view. But 
it is essentially a function of insecurity and lack of governance and 
development on the mainland. 

With respect to the political process, we have worked to press the 
Somali parties to form a more durable and viable government. We 
have also tried to strengthen governance in areas where there is 
more effective local governance in Puntland and Somaliland, for ex- 
ample, and tried to shrink the space in which the insecurity and 
extremism can flourish. So 

Ms. Granger. We are going to have to interrupt you and go to 
the next question. 

I am sorry. I am going to remind everybody we have a hard fin- 
ish, at 10:15 a.m. And so, for everyone to get to their questions, we 
will have to stick very closely to 5 minutes. 

Mr. SCHIFF. Thank you. 

Ms. Granger. Mr. Diaz-Balart. 

Mr. Diaz-Balart. Thank you very much. Madam Chairwoman. 

Ambassador, good morning. Great to have you here. 

Ambassador, I wasn’t going to really bring this up, but you men- 
tioned a little while ago that you do not hesitate to use the veto 
regarding the Palestinian Authority’s — leadership’s resolution con- 
demning Israel. I don’t know if maybe U.N. diplomacy dictates that 
you say one thing and kind of do another, but you did hesitate. 
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Ambassador, it took weeks, it took weeks for this administration 
to finally commit to veto the U.N. resolution, number one. Number 
two the State Department was saying that, it was repeated here 
today, that the Security Council is not the place for this issue. But 
then you offered behind the scenes a resolution that also con- 
demned Israel. It was a watered-down condemnation of Israel. 

I am not quite sure — Maybe I don’t understand what hesitation 
is. When it took weeks, and it was even covered by the media. It 
took weeks. When our Israelis friends were, frankly, very con- 
cerned because it took weeks to commit to that veto. If that is not 
a hesitation, if you could please explain to me what hesitation 
would be? 

Ambassador Rice. Thank you for your question, and I would like 
to clarify the record. 

First of all, when the resolution was brought to a vote, which it 
was not until the day of the vote, we made our decision and cast 
our veto accordingly. It would have been our preference, and we 
have been clear about that, that the issue not be brought to the 
vote, that the resolution not be brought to the Security Council for 
final decision. 

And we examined — well, first of all, we refused to engage at all 
with any of the hundred-plus sponsors of the resolution for weeks 
in an effort to signal that they should not bring it because they 
wouldn’t like the outcome. When in the final week it was clear that 
they were intent upon bringing it, I followed my instructions to try 
to discourage the confrontation and the necessity of having a vote. 

Once it was clear that there would be a vote, our position was 
clear, and we did not hesitate to make it clear. I did not offer, and 
I was not instructed to offer, an alternative resolution. We explored 
other forms of Security Council products that did not have the 
weight of international law, as a resolution does, as expressions of 
U.S. policy, not as expressions of other nations’ or interests’ poli- 
cies. 

That proved not to be a viable means of avoiding a vote, which 
we thought was not in the best interests of the United States or 
of Israel. But having been faced with the prospect and the reality 
that that vote would occur, the United States cast its vote and its 
veto without hesitation, and I am proud of what we did. 

Mr. Diaz-Balart. Ambassador, again, yes. When the vote came, 
and we appreciate that, you did vote to veto. But the statement 
was not made, this was not an issue that all of a sudden popped 
up 13 seconds before for a vote. This was out there for weeks. 
And 

Ambassador Rice. Sir, I think 

Mr. Diaz-Balart [continuing]. There was great hesitation. And 
it was covered extensively by the media. 

Ambassador Rice. No, no. Look, let me be clear. There are reso- 
lutions that are introduced all the time, every day at the United 
Nations on all kinds of subjects, and they sometimes never come 
to a vote. They sometimes end up being negotiated interminably, 
or sometimes, as in the case of Libya, they get voted very quickly. 

This resolution that you are referring to on settlements was first 
floated among council members in December. It was never dis- 
cussed in the council. It was never debated in the council. It was 
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never a hot topic until February. So I don’t think, frankly, that 
your characterization is accurate. 

Mr. Diaz-Balart. Well, again, we will respectfully disagree on 
that one. 

Let me talk about another issue. One of the reasons we are here 
in the Appropriations Committee is to talk about U.N. budget. How 
are we supposed to take the U.N. seriously when, frankly, they 
don’t? 

And let me go a little bit, you mentioned about the Human 
Rights Council. In the Human Rights Council, you have China, 
Cuba, Russia, until very recently Libya with a dictatorship of four 
decades. And that is, again, the Human Rights Council, dedicated 
to human rights. 

So, and yet, we are supposed to pretend that it is normal, that 
is okay that you can have an organization that has a council to 
deal with human rights made up of some of the most egregious 
human rights violators on the planet, and yet we are supposed to 
get hard-earned taxpayers’ money, send to this organization that 
has a council like this, and pretend that it is serious, that it is 
real? 

Ms. Granger. Mr. Diaz-Balart, your time is up. Do you have a 
question? 

Mr. Diaz-Balart. My question is, how do we explain to the 
American people, whose money we are supposed to send to the 
U.N., that we can take them seriously when they have a council 
that has that kind of makeup dealing with human rights? 

Thank you. Madam. 

Ambassador Rice. Well, first of all — may I? Does time permit? 

Ms. Granger. Yes. Yes. 

Ambassador Rice. We are not pretending anything. We are very 
clear-eyed, and we are very critical of much of the performance of 
the Human Rights Council. We joined in 2009 because our view is 
that we would rather be in there and call foul when that is appro- 
priate, stand up for the principles and values that Americans hold 
dear, and make important progress where progress can be made. 

Now the record is mixed, but we feel that very important 
progress has been made. The first time ever we have created a spe- 
cial rapporteur for Iran. That will put the spotlight on Iran’s 
human rights abuses in a way that their civil society and human 
rights activists have been begging for and wouldn’t have happened 
without U.S. leadership just this past month in Geneva. 

We have set up important commissions of inquiry for places like 
Cote d’Ivoire, where human rights abuses are of grave concern. We 
have ensured by one vote in our presence the continuation of a spe- 
cial expert on Sudan, where we remain deeply concerned about 
abuses. 

We did set up a commission of inquiry as well for Libya. We, for 
the first time ever, got a strong statement on lesbian, gay, bisexual, 
and transgender rights, which we are quite proud of We have had 
progress and strong statements on Sudan, Burma, and North 
Korea just in the last little while. 

We have a special rapporteur for the first time on freedom of as- 
sociation and assembly. We have important progress in combating 
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discrimination against women and for the first time doing away 
with this bogus concept of defamation of religions. 

Now that, all of that has happened in the last 2 years with U.S. 
participation and U.S. leadership, and we think it is important and 
valuable. But we have no illusions that the composition of this 
council remains very worrisome from our point of view. We share 
the view that the Human Rights Council, per its charter, ought to 
be comprised of nations that exemplify the best practices of human 
rights rather than abuse them. 

And we have made some progress in that regard. We managed 
to keep Iran off the Human Rights Council last year. But it is far 
from perfect, and we are very concerned about the enduring anti- 
Israel bias in the Human Rights Council, and we stand up and 
fight at every opportunity to combat it. 

Mr. Diaz-Balart. Thank you. 

Ms. Granger. Thank you. Madam Ambassador. 

Mr. Rothman. 

Mr. Rothman. Thank you. Madam Chairman. 

I am going to speak as quickly as possible to get as much in my 
5 minutes as I can. 

Welcome, Madam Ambassador. It is a pleasure to have you here. 

First, I want to thank the Obama administration for being such 
a stalwart supporter of the Jewish state of Israel. You may know 
recently that Defense Secretary Gates, as well as the head of the 
Joint Chiefs of Staff, Admiral Mullen, testified in open session just 
a few weeks ago that Israel’s relationship with the United States 
militarily, intelligence wise, is critically important to America’s na- 
tional security because of Israel’s capability, its position in the 
Mediterranean and at the Suez Canal and with access to all parts 
of a very dangerous region. 

Israel is America’s aircraft carrier, so to speak, our friendly part- 
ner aircraft carrier of democracy and freedom and strength to stop 
common enemies, like Iran, who threaten U.S. forces and threaten 
the U.S. interests. And it is Israel, working with the United States, 
that, according to Secretary Gates, is critically important to Amer- 
ica’s national security. 

So, again, congratulations and thank you to President Obama 
and to you for your efforts in vetoing various resolutions at the 
U.N., including the Goldstone report and the most recent resolu- 
tion. 

And I note the comment in your testimony that New York is not 
the place for final resolution of all outstanding issues between the 
Israelis and Palestinians. But it is important to note that Israel 
has been begging the Palestinians to come to the table to negotiate 
without preconditions for years. And the Palestinians refuse. The 
Palestinians propose precondition after precondition after pre- 
condition, and they simply won’t come to the negotiating table to 
take yes for an answer when the Israelis say we are ready for a 
two-state solution with the Palestinians. 

What disturbs me, and Ambassador Ross recently reiterated the 
same position that the U.N. is not the place for this, is, frankly, 
the efforts of the administration to work on “Security Council prod- 
ucts,” to use words you just used, that would in any way criticize 



568 


our most important strategic ally and friend of over 60 years in the 
region. 

Without the state of Israel, America would he far less safe. So 
I can’t imagine why the United States would even participate in 
producing any Security Council product, and I hope it doesn’t hap- 
pen again, frankly. And I will he extraordinarily critical if those ef- 
forts occur again, for what it is worth. I am just one guy from Jer- 
sey. 

But I do serve with the chairwoman on the Defense Appropria- 
tions Subcommittee, as well as this subcommittee, and I know of 
Israel’s importance to the United States national security. And 
why, on God’s good Earth, we would criticize such an important 
ally in any product at the U.N. is unacceptable. 

Having said all that, I do note all of the good things you have 
said about the parties getting back to the negotiating table. But it 
is important to note who is refusing to come to the negotiating 
table without preconditions. And that, unfortunately, are the Pal- 
estinians. 

The Israelis want, have been saying for years, please, join us at 
the negotiating table and let’s resolve all issues. The Palestinians 
refuse to come to the negotiating table to settle all issues without 
preconditions. 

So can I get a word from you. A, that this administration will 
not pursue any additional or any Security Council products that 
criticize the state of Israel, especially at this difficult time? And 
that if, for some reason, the Palestinians are successful in getting 
totalitarian regimes and others to support their wanting to have a 
Palestinian state without negotiating with Israel, that the U.S. will 
veto it if it ever gets to the Security Council. 

Will the U.S. veto that if that gets to the Security Council? 

Ambassador Rice. Well, thank you, Mr. Rothman, for your ques- 
tion and your comments. And thank you for noting that not only 
is Israel essential to our national security, and as the President 
has said on a number of occasions, and you quoted Secretary Gates 
and Admiral Mullen. But I think you also know and would agree 
that the strength of our security relationship has never been better 
or stronger, and that reflects the United States 

Mr. Rothman. Absolutely. Never been stronger. 

Ambassador Rice [continuing]. And the administration’s endur- 
ing and unshakeable commitment to Israel’s security. 

In the context of the Security Council and what transpires in 
New York, I don’t know how to be clearer than to say that we will 
not and have not agreed to any effort to resolve or address final 
status issues in the context of Security Council products. And that 
is my standing instruction, and I don’t expect that to change. And 
I don’t expect that it would change if the Palestinians were to bring 
such a resolution to the council. I am not going to 

Mr. Rothman. But to follow up on — pardon me? 

Ms. Granger. Mr. Rothman, your time is up. 

Mr. Rothman. My time is up. Thank you. 

Ms. Granger. Thank you. 

Mr. Dent. 

Mr. Dent. Thank you. Madam Chair. 

And thank you. Ambassador Rice, for being here today. 
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Madam Ambassador, in September of 2009, the U.N. Human 
Rights Council issued a report falsely accusing Israel of committing 
war crimes during Operation Cast Lead. The U.N. Human Rights 
Council used this report to condemn Israel, while Israel’s enemies 
have used it to legitimize their aggression. 

This incendiary report has become known as the Goldstone re- 
port, as you know, named after its author, Richard Goldstone. Now 
Justice Goldstone, Mr. Goldstone has changed his tune. And in a 
recent op-ed in the Washington Post, I should note on April Fool’s 
Day, Mr. Goldstone has expressed regret over the published find- 
ings. 

He states in the op-ed, “If I had known then what I know now, 
the Goldstone report would have been a different document.” That 
is really quite a statement from a man who earlier accused Israel 
of intentionally targeting civilians during the Gaza operations. 

And needless to say, this report has caused tremendous damage 
to Israel’s standing in the international community. The damage is 
going to continue if the U.N. continues to act on the mandates con- 
tained within the report, including asking the General Assembly to 
submit a report to the Security Council for further actions and po- 
tentially going to the International Criminal Court. 

Ambassador Rice, what specifically does the U.S. intend to do to 
prevent these follow-up actions from moving forward? 

Ambassador Rice. Thank you for your question, and it is an im- 
portant and timely one. 

I think, as you know, but let me reiterate, the United States was 
very, very plain at the time and every day since that the Goldstone 
report was deeply flawed, and we objected to its findings and con- 
clusions. We never saw at the time, and as I said in my written 
testimony — although I didn’t have a chance to say it out loud 
here — that we didn’t see any evidence at the time that the Israeli 
government had intentionally targeted civilians or intentionally 
committed war crimes. 

And so, we have been very plain about that, and we have stood 
up in the Human Rights Council, in the General Assembly, and 
every subsequent opportunity in opposition to Goldstone report. 
Now if it comes 

Mr. Dent. What can we do to amend that report? What can you 
do to help? 

Ambassador Rice. Well, I am not sure it can be amended. What 
we want to see is for it to disappear and no longer be a subject of 
discussion and debate in the Human Rights Council or the General 
Assembly or beyond. That has been our view from the outset. 

Israel has demonstrated, quite in contrast to Hamas, an ability 
to investigate these concerns and allegations domestically. We re- 
spect that process. We see no need, given complementarity, for 
Goldstone report to be considered. And now that its principal au- 
thor has said what he said, frankly, our view is reinforced that this 
should go away, and that is what we will work to do in all the bod- 
ies where that is relevant. 

Mr. Dent. Well, then if we are not going to amend it, then 
maybe we could repudiate the report and then perhaps insist 

Ambassador Rice. We have repudiated it. 
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Mr. Dent. But insist that the U.N. do so and formally say so to 
Secretary General Ban Ki-moon. And they should probably issue an 
apology because it really is quite a scandalous statement. 

Ambassador Rice. Well, I think, first of all, we will continue to 
be plain about our view and repudiate it. These reports are not au- 
thored by the U.N. as an entity. They are authored by the people 
like Goldstone, who have been given a mandate to go out and write 
a so-called independent report. 

So I think we have and we will continue to encourage all respon- 
sible actors to say what we have said, which is that this report 
doesn’t merit serious consideration, given its findings, its flaws, 
and now what Goldstone himself has said. 

Mr. Dent. Thank you. I yield back. 

Ms. Granger. Thank you very much. 

The subcommittee has done such a good job I think we can have 
a round for just some quick questions. Mine has to do with the Of- 
fice of International Oversight Services, the U.N.’s primary over- 
sight body. 

I am talking about the Office of Oversight Services, and there 
are a number of vacancies. Can you tell us why there is such a 
high vacancy rate? What is the status of the 150 cases transferred 
to the OIOS in 2009, and what are you doing with efforts to ad- 
dress that? 

Ambassador Rice. Well, the Office of Internal Oversight Services, 
known as OIOS, is an important vehicle within the U.N. to inves- 
tigate and hold accountable staff and U.N. entities for any abuse 
of resources, any lack of transparency, any corruption. It was 
founded at a U.S. initiative, as you know, in 1994. 

It has, since its inception, saved the United Nations an estimated 
$200 million, and we think it is a very important vehicle for rooting 
out waste, fraud, and abuse. It now has, as of last summer, a dy- 
namic new leader, a Canadian woman named Carman Lapointe, 
who I know well and we work very closely with. She is a very cred- 
ible, very serious, very experienced auditor who is shaking up 
OIOS. 

It had, frankly, been allowed to atrophy to a certain extent under 
a difficult leader who did not effectively fill vacancies. There is a 
long story behind that, and if we had infinite time, I could tell you. 
It is not a happy one. 

But I think the good news is that Mrs. Lapointe has prioritized 
filling these vacancies as urgently as possible. She has put out a 
blanfet process for expediting the hiring process at all levels with- 
in the investigative division, but also in her own front office, and 
I am very encouraged by her seriousness and her leadership. And 
we spend a great deal of time at the U.S. mission supporting her 
efforts to accomplish these goals. 

Ms. Granger. Would you keep the subcommittee informed about 
those issues? 

Mrs. Lowey. 

Mrs. Lowey. As we know, the Iranian leadership is dominated 
by hardliners whose pursuit of nuclear weapons, support of ter- 
rorism through their Hamas and Hezbollah proxies, and assistance 
to armed groups in Iraq, Afghanistan continue to make Iran a 
threat to the United States and the world. And the need for action 
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is compounded by the fact that Iran continues to accumulate ura- 
nium. It will begin producing high-grade enriched uranium, mate- 
rial clearly intended for military weapons. 

And just recently, Israel’s defense minister, Ehud Barak, said in 
an interview with CNN that Iran is gradually overcoming problems 
in its nuclear program and could still detonate a nuclear device 
within a year. Obviously, this is very troubling. 

I have been committed and I think all of us around this table are 
committed to enforcing tough sanctions, both bilateral and multi- 
lateral, to stop Iran in its tracks. But we need assurances that the 
administration is doing all it can to put pressure on Iran and those 
countries that are not fully cooperating with the sanction efforts. 

If you could explain your role, the U.N.’s role ensuring that EU 
member nations as well as India, China, and Russia are enforcing 
sanctions on Iran, and what steps is the administration taking 
with U.N. member states to enforce the sanctions currently in 
place? 

And again, we applaud your aggressive activity in getting that 
resolution through the council. 

Ambassador Rice. Thank you, Mrs. Lowey. 

We are actively enforcing both bilateral and multilateral sanc- 
tions in a variety of ways throughout the administration. My role 
at the U.N. is one piece, and we discussed the role of the sanctions 
committee and the panel of experts and our aggressive efforts to 
ensure enforcement across the globe and to highlight where there 
have been violations and to ensure that those violations are inves- 
tigated and exposed. 

We also have, as you know, Robert Einhorn, who is leading the 
administration’s broader efforts at sanctions enforcement, both for 
Iran and North Korea. We have the very aggressive, heroic efforts 
of our Treasury Department as well, which seemingly find no end 
of creative ways to strengthen our sanctions enforcement. 

And as a result, our judgment is that these sanctions are serious 
and are biting. And they are substantially constraining Iran’s abil- 
ity to acquire the resources, the insurance, the materials that they 
seek to pursue their nuclear activities. 

We are constantly, as the President’s senior national security 
team, reviewing our efforts to prevent Iran from acquiring a nu- 
clear capacity. We are constantly looking at ways to strengthen and 
increase the pressure. And I can say with confidence that we are 
doing so and will continue to do so. 

Mrs. Lowey. Thank you very much. 

Ms. Granger. Mr. Diaz-Balart. 

Mr. Diaz-Balart. Thank you very much. Madam Chairwoman. 

I want to go back to the U.N. for a second and their Security 
Council. And by the way, I appreciate what you stated. I clearly 
know that your intentions are to try to make that council be less 
of a farce, and you mentioned some of the things that you have suc- 
ceeded in doing. However, it is really kind of like akin to blocking 
the sun with your thumb. 

Israel is the only country listed on the council’s permanent agen- 
da, to my understanding. The Human Rights Council has passed 
over 30 resolutions criticizing Israel. My understanding is not even 
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Iran, not Cuba, not North Korea is on the permanent agenda of the 
Human Rights Council. Only Israel. 

So my question is this. Shouldn’t the U.S. finally walk away from 
and stop paying, we continue to pay billions of dollars over the 
years to the U.N. that has an organization like this Human Rights 
Council, which obviously is a total farce. Shouldn’t we just stop, 
walk away, and look for other alternatives? 

There are other alternatives. I mention, for example, the Com- 
munity of Democracies. Now, clearly, it could be strengthened. So 
isn’t there a point when just for, frankly, our own credibility’s sake 
we should walk away, have other alternatives, strengthen other al- 
ternatives — I mentioned one, the Community of Democracies — and 
not continue to pretend that the U.N. is anything else than an 
anti-American, anti-Israeli, anti-democratic organization that 
spends all its time trying to figure out ways to delegitimize Israel, 
to hurt U.S. interests. 

And by the way, we are using all of our time trying to fight these 
horrible resolutions. Why not walk away and strengthen other al- 
ready-existing organizations that could be pro democratic, pro 
Israeli, and pro American? 

Ambassador Rice. Let me answer that in two parts. There is a 
distinction between the Human Rights Council, which you have fo- 
cused your comments on, and the United Nations as a whole. I 
would like to address both pieces. 

First of all, with respect to the Human Rights Council, I have 
been very plain that our view is that it is a flawed entity, and it 
has many aspects to it that we disagree with. And one of them you 
highlighted, which is the permanent agenda item number 7 on 
Israel, which we abhor and continue to work to eliminate. 

But we also think that the answer, when we disagree with some 
aspects and elements of an entity like the Human Rights Council 
and some of its members, for example, is not simply to turn our 
back and walk away. And this is a fundamental difference of phi- 
losophy. 

Our view is let’s get in there, let’s get the good things out of it 
that we can, and I listed many of them. And I think for those of 
us, and I know you are one of them, who care about Iran, who care 
about Burma, who care about North Korea, care about Cote 
d’Ivoire and Congo and Sudan and other places, we have made sub- 
stantial progress and gotten things accomplished that wouldn’t 
have happened without our membership. 

Now, our judgment, therefore, is better to be engaged, get out of 
it what we can, stand up and fight for what we disagree with, rath- 
er than simply turn our backs. You might take a different view, but 
I think our approach has proven itself in its results. And while we 
are far from satisfied, we are pleased with many of the accomplish- 
ments that I have listed. 

With respect to the larger U.N., of which the Human Rights 
Council is a very, very small portion, as I said at length in my writ- 
ten testimony and tried to highlight briefly in my oral testimony, 
our view is that on balance, despite its flaws, the United Nations 
advances U.S. national security interests and does so in a way that 
is far less costly and more effective than if we were to not be part 
of it at all or act alone. 



573 


Whether we are talking about peace and security, humanitarian 
assistance, and even important efforts to promote democracy and 
human rights. For example, the United Nations has been — not the 
United States, not any of our other partners — invited by Egypt and 
Tunisia to support the electoral process there. We think that is 
value added. 

We think that where UNICEF can be there to vaccinate children, 
to provide for health and education services, that is a good thing. 
When the World Food Program can deliver food to those who other- 
wise wouldn’t have it, that is a good thing. When U.N. peace- 
keepers are helping to prevent genocide in places like Darfur or 
help with the elections and transition in Haiti, that is a good thing. 

And we pay a fraction of the cost compared to if we were to do 
it alone or to suffer the consequences 

Mr. Diaz-Balart. But there are other alternatives. 

Ms. Granger. Mr. Diaz-Balart, your time has expired. 

Mr. Rothman. 

Mr. Rothman. Thank you. Madam Chairman. 

Dr. Rice, I want to thank you, in particular following up on what 
some of my colleague said, on your particularly brilliant work on 
the Libyan resolution. It was quite a remarkable act of statecraft, 
and congratulations. And that helped the United States, and it 
helped the people of Libya. Thank you for your leadership on that. 

I did want to make clear that according to U.S. military and in- 
telligence leaders on the record, this administration, the Obama 
administration, has been the most supportive, militarily and intel- 
ligence wise, with the Jewish state of Israel than any other Presi- 
dent in history. And I am quoting, or paraphrasing at least. Sec- 
retary of Defense Gates, who was Secretary of Defense under 
George W. Bush, as well as President Obama. 

So I appreciate that very much. And as you may know, amongst 
the many areas of cooperation, there was just an article in the l3e- 
fense News — so it is now a general publication — about a special co- 
ordinated effort called “Austere Challenge 2012” with U.S. and 
Israeli specialists planning a massive exercise of defense, common 
defense of United States interests and Israeli interests. 

Rocket attack, missile attack, and air attack from various 
sources, common enemies to both the United States and Israel, un- 
derlying Israel’s critically important role in the U.S.’s national se- 
curity. But I want to reiterate, finally, that with all of the litany 
of wonderfully important things that are accomplished at the U.N. 
and with Israel’s critical role to U.S. national security, it makes no 
sense, in my opinion, for the U.S. to participate anymore in cre- 
ating any Security Council product criticizing Israel. 

We can criticize our friends privately. We can, as we do with our 
friends and family, we talk about it. But we don’t air our dirty 
laundry in public. They are, in fact, tremendously, hugely impor- 
tant to the national security of the United States and our dear 
friend. So why would we ever want to publicly criticize them when, 
if we have differences, we can do it in private? 

The key is to get the Palestinians to do what the Israelis have 
been begging them to do, come to the negotiating table with the 
Israelis with no preconditions and take yes for an answer. Get a 
Palestinian state, contiguous Palestinian state next to the Jewish 
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state of Israel and live in peace and prosperity with the Israelis as 
their neighbors. 

I believe the ball is in the Palestinians’ court, and any Security 
Council products criticizing Israel on something of miniscule impor- 
tance or that is important to some dictator, some totalitarian is not 
in the U.S. national interests. 

Ms. Granger. Thank you. 

Mr. Dent. 

Mr. Dent. Thanks, Madam Chair. 

Ambassador Rice, I understand that the U.N. has had a signifi- 
cant role in the elections process in Afghanistan. Supporting the 
development of a democratic and credible government there has al- 
ways been a priority. But as you know, elections in Afghanistan 
have faced extraordinary controversies. 

As the U.N. Development Program concludes its work in Afghan- 
istan this month, have they reported on any lessons learned from 
2009-2010 parliamentary elections, and what changes will the 
U.N. mission in Afghanistan make to address concerns raised 
about those election processes? 

Ambassador Rice. Well, Mr. Dent, let me answer your question 
as best I can. And if you want more information, we will certainly 
get it to you. 

The principal U.N. organ for supporting the electoral processes 
in Afghanistan has been the U.N. Assistance Mission, UNAMA, 
which is a mission mandated and authorized by the Security Coun- 
cil. And it was UNAMA personnel who are among the seven who 
were murdered last week in Mazar-i-Sharif. 

The UNAMA, the U.N. Assistance Mission, has played a very im- 
portant role in trying to strengthen the international and domestic 
oversight functions of the electoral processes in Afghanistan, par- 
ticularly in the wake of the disappointing 2009 electoral process. 
And it has been UNAMA, under the leadership of Special Rep- 
resentative Staffan de Mistura, who is a first-class diplomat, that 
has pressed the government and the parties to ensure that the 
electoral processes are managed in a fair and transparent fashion. 

There is a body called the Independent Electoral Commission 
and the Electoral Complaints Commission, both of which at various 
times were under threat of being manipulated in such a fashion 
that they couldn’t perform their roles independently. It was the 
U.N. and Staffan de Mistura, working with the larger diplomatic 
community, that played an instrumental role in keeping those two 
organs on track and able to perform their role under the constitu- 
tionally mandated electoral process. 

So this process is still dragging out in terms of efforts to review 
certain aspects of the 2010 polling parliamentary electoral process, 
and I think the United Nations has been the sort of focal point of 
the international community’s efforts to hold feet to the fire and 
ensure that the processes are not manipulated for the political in- 
terests of any actor. 

Mr. Dent. The U.N. has not been spared from the consequences 
of operating in very dangerous environments. The attacks last 
week on the U.N. are a harsh reminder of that. 

And just after — planning continues for us, winding down our 
U.S. military involvement in Iraq, Afghanistan. The civilian efforts. 
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including those of the U.N., will certainly be faced with significant 
security challenges. How will the role of the U.N. missions in Iraq 
and Afghanistan change as the military begins to withdraw? And 
I am expecting real severe security challenges for our U.N. staff 
and our State Department staff. What are your thoughts? 

Ambassador Rice. Well, thank you for that question and for your 
concern. 

There are two different circumstances. In Iraq, in the wake of 
the 2003 bombing of the U.N. headquarters, which forced the U.N. 
out, when it returned some years later at the U.S. request, the U.S. 
and coalition forces have played an important role in protecting 
U.N. personnel and facilities. They are co-located and protected, 
particularly out in the provinces. 

And we have all been very focused on transitioning security re- 
sponsibility as the U.S. forces withdraw at the end of this year to 
ensure that our diplomatic presence and the international compo- 
nent of the U.N., which is doing important work that benefits our 
interests and the interests of the Iraqis, are protected. 

So we are working with the U.N. in the field and elsewhere on 
a transition plan so that we can have some degree of confidence 
that both the U.N. and our diplomatic facilities will have adequate 
security. 

In Afghanistan, it has not been the role of ISAF to protect U.N. 
personnel. The situation evolved differently, and there isn’t the 
same arrangement. And while in extremis, when there are attacks, 
as there were last Friday or as there were tragically in Kabul some 
while back, ISAF endeavors to be among the first responders in 
extremis, along with the Afghan national security forces them- 
selves. 

It is a different arrangement, and the U.N. has invested very 
heavily in increasing its security in places throughout Afghanistan. 
We have been encouraging the U.N. to get out into more provinces 
and districts in Afghanistan, and to do so, they have had to 
strengthen substantially their security. 

Obviously, you know, they are now more protected against ter- 
rorist attacks. This mob thing that we saw in Mazar-i-Sharif is a 
different dynamic, and they are in the process of reviewing whether 
they are configured to deal with that kind of contingency as well. 

So I appreciate your focus on this, and it is one we share. 

Mr. Dent. Is this the larger 

Ms. Granger. I am sorry. Literally, we have run out of time. 
That concludes today’s hearing. 

Thank you so much. Madam Ambassador, for being with us. 

The record will remain open for Members to submit questions for 
the record. 

Ms. Granger. And the hearing is adjourned. 



576 


Questions for the Record Submitted to 
Ambassador Susan Rice by 
Chairwoman Kay Granger (#1) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
April 6, 201 1 


Question : 

The U.S. had accumulated more than $400 million of credits at the UN at the end 
of last year. What credits are currently available? What credits are projected to be 
available to offset the FY12 requirements? What procedures are now in place to 
ensure that State and the UN are carrying the same information on their books? 

Answer : 

In December 2010, the Department informed Congress that $421 million in 
Tax Equalization Fund (TEF) and peacekeeping credits attributable to U.S. 
contributions were available. 

After the application of credits to UN peacekeeping arrears to missions in 
Congo and Haiti and the Strategic Deployment Stocks (SDS), approximately $203 
million in peacekeeping credits are available to offset peacekeeping assessments. 
Up to $157 million in new UN peacekeeping credits may become available this 
fiscal year. 

The UN applied $100 million in TEF credits for the UN perimeter security 
upgrade. The remaining $79 million in TEF credits will be used to offset the UN 
Regular Budget assessment in FY 2012 and UN peacekeeping assessments in FY 


2011 andFY 2012. 
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The UN has applied about $46 million in credits towards FY 201 1 UN 
peacekeeping assessments. The Administration will ask the UN to apply 
approximately $190 million in additional peacekeeping credits to meet anticipated 
requirements in F Y 20 1 1 . The Administration’ s F Y 20 1 2 request anticipates that 
up to $225 million in credits would be available for application in FY 2012. The 
Department’s budget request reflects current peacekeeping missions and does not 
include funding for any additional peacekeeping missions in Sudan beyond 
UNAMID, UNMISS and UNIFSA. 

Nearly a decade of different organizational accounting practices had led to a 
widening divergence between U.S. accounting and the UN accounting of U.S. 
financial contributions to the UN system. This Administration has updated our 
practices and is developing a new, transparent accounting system for managing 
U.S. contributions to the United Nations. The Department’s accounting 
improvements along with the recent launch of the UN’s own contributions 
database, available to all member states, will lead to increased transparency and 
accuracy. 

The attached chart provides an overview of the UN credits. 
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Application of UN Credite and Carry Fonrard 

(Dollars In Thousands) 

UN Credit Snapshot December 2010 

Amount 

Available UN TEF Credits, Assessed Contributions 

113,100 

Available UN PKO TEF Credits, Assessed Contributions 

65,385 

Available UN Peacekeeping Credits, Assessed Contributions 

242,939 

Total UN Credits Available 

421,424 


UN Credit Snapshot December 2010 - June 2011 

Amount 

Total UN Credits Available 

421,424 

Applied TEF Credits - Securitv Perimeter 

(100,000) 

Applied UNPKO Credits - MONUSCO/MONUC Arrears (DRC) 

(32,445) 

Applied UNPKO Credits - MINUSTAH Arrears (Haiti) 

(36,260) 

Applied UNPKO Credits - SDS Arrears (Strategic Deployment Stocks) 

(13,573) 

UN Applied UNPKO Credits to FY 201 1 Peacekeeping Assessments 

(45,842) 

UN Credits Released after SDS Arrears Payment 

43,744 

Subtotal UN Credits Available 

237,048 

UN Credit Snapshot Future Application 

Amount 

Total UN Credits Available 

237,048 

UN Peacekeeping Credits, Claims Held (COE/LOA) - DoD /I 

19,099 

Projected Available New UN Peacekeeping Credits (July 201 1) 

157,801 

Subtotal UN Credits Available 

413,948 

Planned to Apply UNPKO and TEF Credits to offset FY 201 1 CIPA 

(190,916) 

Planned to Apply UNPKO and TEF Credits to offset FY 2012 CIPA 

(225,527) 

Planned to Apply TEF Credits to offset FY 2012 CIO 

(13,100) 

Total UN PKO Credits Available 

(15,595) 


1/1 Credits require DOD consultation for use. 
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Questions for the Record Submitted to 
Ambassador Susan Rice by 
Chairwoman Kay Granger (#2) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
April 6, 2011 


Question : 

The UN Transparency and Accountability Initiative was started by the 
previous Administration to track the adoption of management reforms at the 
UN. Is this Administration supportive of the UN Transparency and 
Accountability Initiative, and what has been accomplished since January 
2009? 

Answer : 

The Obama Administration strongly supports the United Nations 
Transparency and Accountability Initiative (UNTAI), which promotes 
compliance throughout the UN with important standards with respect to 
oversight, ethics, public access to information, and financial management. 
As a result of sustained and intensive diplomacy in Washington, New York, 
and capitals worldwide, all 22 UN entities included in UNTAI have adopted 
important reforms. The United States continues to promote and follow- 
through with each of these entities to ensure continued compliance and 
progress. We periodically review internal audit reports and evaluate the 
performance of these organizations in order to hold managers accountable 
for delivering on their commitments. We also regularly meet with the ethics 
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officers at each UN agencies to ensure that there are systems in place to 
protect whistleblowers and address any conflicts of interest among staff. 
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Question for the Record Submitted to 
Ambassador Susan Rice by 
Chairwoman Kay Granger (#3 & #4) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
April 6,2011 


Question : 

The IAEA Director General recently named Iran, North Korea, and Syria as “not in 
compliance with UN mandates to provide full information about their nuclear 
facilities.” He also said that he could not guarantee that Iran was not trying to 
develop nuclear arms. In spite of adoption of UN Resolution 1929 last summer, 
and action by the US and others to tighten sanctions, it appears Iran is continuing 
to forge ahead with its nuclear program and is refusing to live up to its 
international obligations to the IAEA and UN Security Council. What, if any, 
further UN or multilateral measures are being contemplated? 

Answer : 

With respect to the Iranian nuclear issue, the United States remains 
concerned with the IAEA Director General’s latest report, which clearly 
demonstrates Iran's continued noncompliance, lack of cooperation and refusal to 
resolve the outstanding issues related to its nuclear program. Most notably, the 
Director General’s report confirms that Iran is continuing its enrichment and heavy 
water-related activities in violation of the demands of the Security Council and the 
IAEA Board of Governors. This report underscores why the international 
community must continue to hold Iran accountable to its international nuclear 
obligations, including by increasing pressure on Iran to change its strategic 


calculus. 
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UN Security Council resolution 1929 (2010) not only dramatically expanded 
the breadth of existing multilateral sanctions on Iran, but served as a foundation for 
the imposition of autonomous national sanctions measures against Iran by the 
United States, EU, Japan, South Korea, Australia, Canada and others. The 
Council’s action also reinforced the seriousness with which the international 
community views Iran’s continued noncompliance with its international nuclear 
obligations. 

In addition to these efforts, we continue to urge all States to implement their 
UN Security Council obligations in a full and robust manner. This includes 
submitting national implementation reports, as well as cooperating with both the 
UN Security Council’s Iran Sanctions Committee (“1737 Committee”) and the Iran 
Panel of Experts. 

We work closely with our Security Council partners to ensure the 1737 
Committee remains active. Hilly implements its work plan, assists States with 
implementation, and effectively responds to reported sanctions violations. We are 
also doing everything we can, both in and outside of New York, to empower the 
Panel of Experts to pursue a robust and active agenda to monitor implementation 
of the Iran sanctions and make recommendations. 

Our collective efforts to increase the costs for Iran’s defiance of its 
international nuclear obligations have yielded results. Sanctions have inhibited 
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Iran’s nuclear program and further isolated Iran both politically and economically. 
Iran’s oil production declined after the Department of State secured the formal 
withdrawal of five major international oil companies including Shell, Total, Statoil, 
ENI, and INPEX. This Administration has also imposed sanctions under the Iran 
Sanctions Act on nine companies, sending a stark message to those firms that may 
be considering deals with Iran in the future. Scores of other energy companies 
have voluntarily followed suit after recognizing the increased risks of doing 
business in Iran. In addition, many shipping companies have discontinued services 
to Iran and all major maritime insurance companies have stopped insuring Iranian- 
bound vessels. 

As we move forward, our overarching objective is a durable diplomatic 
solution to the international community’s serious concerns about Iran’s nuclear 
program. We will continue our joint efforts to achieve this objective, including 
urging full and robust sanctions implementation, enforcing sanctions, and halting 


illicit activities. 
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Question : 

There are recent reports that China is prepared to invest $6 billion to develop 
Iranian oil and gas fields. Will the U.S. press for strengthening UN Resolution 
1929 to mandate a ban on worldwide investment in Iran’s Energy Sector? 

Answer : 

UN Security Council resolution 1929 (2010) noted the potential connection 
between Iran’s revenues derived from its energy sector and the fimding of Iran’s 
proliferation sensitive nuclear activities. As a result, the European Union, Japan, 
South Korea, and Norway have all implemented autonomous sanctions that 
directly target Iran’s energy sector. 

China implements UNSCRs related to Iran, but has not passed its own 
unilateral sanctions. We continue to press the Chinese, regularly and at the highest 
levels, not to pursue new or expanded investments in Iran's energy sector. We 
have seen some indications that Chinese companies have exercised voluntary 
restraint and slowed down development of existing projects in Iran. Nonetheless, 
we continue to monitor these reports closely as investment in Iran’s energy sector 
also has implications under U.S. sanctions. 

It is important to note, however, that Iran often exaggerates and at times 
even fabricates reports of new cooperation in its energy sector in order to give the 
impression that it is unaffected by the economic isolation imposed on it by the 
international community. 
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Questions for the Record Submitted to 
Ambassador Susan Rice by 
Chairwoman Kay Granger (#5) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
April 6, 2011 


Question : 

What is the United States doing to ensure Israel is granted full membership 
rights throughout the UN system? 

Answer : 

Normalizing the UN’s relationship with Israel is a top priority for the 
United States. The Administration continues to push hard to ensure full and 
equal Israeli participation in international bodies, including the consultative 
groups in the UN systems that act as organizing venues for determining 
candidates and coordinating policy approaches. This includes Israel’s full 
membership in WEOG in Geneva. 

The U.S. is pressing at all UN institutions where it functions for Israel 
to be admitted to the JUSCANZ consultation group that helps coordinate 
positions in advance of committee meetings and debates. We succeeded in 
December 2009 in formally adding Israel to the JUSCANZ Fifth Committee 
negotiating group in New York, which handles budgetary matters, and we 
achieved another major step forward when the JUSCANZ group at the 
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Human Rights Council in Geneva decided by consensus in January 2010 to 
include Israel. We hope to build on these successes as we continue to push 
for Israel's full participation in WEOG. We have had extensive discussions 
with our WEOG counterparts on this issue, stressed the importance of 
resolving Israel’s outstanding status, and continue to raise it in the context of 
our broader bilateral discussions with individual WEOG members. 

The successful U.S. effort in 2000 to have Israel included for voting 
purposes in the WEOG in New York continues to pay dividends. Since that 
time, with U.S. support, Israel has been elected to all UN bodies in which it 
has run over the last decade (more than a dozen), including the Commission 
on Narcotic Drugs, UN-HABITAT, the UN Commission on International 
Trade Law, and the Commission on Sustainable Development. Israel has 
been selected for leadership roles in many of these bodies. 
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Question for the Record Submitted to 
Ambassador Susan Rice by 
Chairwoman Kay Granger (#6) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
April 6, 2011 


Question : 

What has the US gained from membership in the UN Human Rights 
Council? What are the US objectives for the five-year review the Council is 
currently undergoing? What criteria will the Administration use to 
determine whether to seek an additional term on the Council? 

Answer : 

Recent successes in the Human Rights Council spurred by U S. 
leadership have not only shown real improvement in the Human Rights 
Council as an institution but, more importantly, helped promote and protect 
human rights around the world. Among these successes are: the UN’s first- 
ever resolution on the human rights of LGBT persons, a consensus 
resolution on the subject of combating religious intolerance that was adopted 
in lieu of a the annual “defamation of religions” resolution, the creation a 
Special Rapporteur on Iran, and the creation of investigative mechanisms for 
Syria, Libya and Cote d’Ivoire. 

These recent successes are a direct result of U.S. leadership at the 
Human Rights Council. Until this year, the Council repeatedly passed an 
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OlC-sponsored resolution on “defamation of religions” — a harmful and 
divisive resolution that sought to legitimize blasphemy laws and other 
restrictions on free speech. But with U.S leadership, in March 2011, this 
resolution was replaced with a consensus resolution that supports dialogue 
and education to address religious intolerance. Until this year, no UN 
resolution had ever affirmed the human rights of lesbian, gay, bisexual and 
transgender persons, but U.S. multilateral engagement paid off with a 
resolution at the June 201 1 session of the Council that highlighted the 
human rights abuses that lesbian, gay, bisexual, and transgender people face 
around the world. 

The Human Rights Council is still far from perfect. We continue to 
fight its biased, disproportionate focus on Israel, particularly its 
unconscionable standing agenda item on Israel. The Council’s legitimacy 
will remain compromised so long as one country is unfairly singled out 
while others, including chronic human rights abusers, escape scrutiny. Our 
focus on session-by-session improvements has yielded impressive results, 
but more work needs to be done. 

Ultimately, the most lasting benefit of U.S. leadership at the Human 
Rights Council is the effect it has on the promotion and protection of human 
rights around the world. The protests of censured governments and the 



589 


praise from human rights defenders for the recent work of the Council 
provide proof that U.S.-led victories in the Council matter on the ground. 
Human rights defenders from all over the world tell us that when the Council 
takes principled action, it strengthens their hands and puts pressure on their 
governments. 

U.S. leadership at the Human Rights Council has directly resulted in 
progress. We have not been happy with every outcome, including the 
lackluster outcome of the five-year review, and we have firmly denounced 
Council actions with which we disagree. Much work remains to be done for 
the Human Rights Council to sustain the gains of the last two years and to 
fully realize its potential, and the United States looks forward to continuing 


our efforts to do so. 
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Questions for the Record Submitted to 
Ambassador Susan Rice by 
Representative Kay Granger (#7) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
April 6, 2011 


Question : 

How can the U.S. ensure that the funding contributed to the UN Relief and 
Works Administration provides goods and services for humanitarian needs 
and does not support terrorist elements in Gaza? 

Answer: 

The UN Relief and Works Agency for Palestine Refugees in the Near 
East (UNRWA) is a neutral and independent UN humanitarian organization 
that provides education, health, relief and social services to more than 4.7 
million people in Jordan, Syria, Lebanon, the West Bank, and Gaza. It 
operates in difficult environments and takes all possible measures to ensure 
that its activities do not furnish assistance to terrorists. 

UNRWA vets its staff, beneficiaries, and vendors against the UN 
1267 list, a compilation of known terrorist entities; annually shares staff lists 
with host governments, including Israel and the Palestinian Authority; and 
prohibits staff participation in political activities. With regard to the 
Agency’s banking practices, the U.S. government is committed to ensuring 
that our funding is only used where and for whom it is intended. UNRWA 
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maintains most of its funds in three major U.S. and European banks and 
distributes limited amounts of funding to each field office to cover their 
operational requirements. UNRWA is completing a process of transferring 
all transactions with the Commercial Bank of Syria to Bank Audi and other 
private banks that have recently opened branches in rural Syria where 
UNRWA requires banking services. 

On a humanitarian basis, the United States is concerned for the well- 
being of Palestinian refugees and supports UNRWA’s efforts to assist them. 
The difficult situation facing many of the people in Gaza remains of deep 
concern to the United States. 

Beyond its mandate as a humanitarian organization, UNRWA is a 
force for stability in the West Bank and Gaza. In Gaza, UNRWA’s 
institutions and programs serve as important counterweights to Hamas, 
Islamic Jihad, and other violent extremists. Funding to UNRWA provides 
critical assistance to 1.1 million Palestinian refugees in Gaza, including 
providing a primary education to more than 206,000 school children in Gaza 
who would otherwise be forced to attend Hamas schools. 

Since 2000, the Department of State has supported UNRWA’s 
development and integration of supplementary educational materials 
promoting tolerance, human rights, and conflict resolution skills in the core 
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curriculum in each of UNRWA’s 690 schools in the Middle East. In Gaza, 
UNRWA developed a special weekly class for more than 200,000 children 
in 238 schools focusing on the tenets of the Universal Declaration of Human 
Rights. In addition, UNRWA’s Gaza Summer Games use sports, drama and 
art to reinforce lessons of human rights, tolerance and peaceful conflict 
resolution for more than 250,000 children each year. 

As UNRWA’s largest bilateral donor, we continue to seek to leverage 
U.S. contributions to encourage support from others and help UNRWA 
broaden its donor base. 
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Questions for the Record Submitted to 
Ambassador Susan Rice by 
Representative Kay Granger (#8) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
April 6, 2011 


Question : 

What is your assessment of Hezbollah’s re-arming in Lebanon? What can be done 
to strengthen the UNIFIL peacekeeping mission? 

Answer : 

Since 2006, Hizballah has worked to subvert the arms embargo imposed by 
Security Council Resolution 1701 - and, indeed, to challenge the sovereignty of the 
Lebanese government - by smuggling increasingly sophisticated weapons into 
Lebanon. These transfers are clearly continuing and worrisome. 

UNSCR 1701 established a legally binding obligation on all states to prevent 
the entry of arms and related materiel into Lebanon. It is the responsibility of the 
Lebanese government to prevent the transfer of weapons to Hizballah and 
ultimately, to ensure the group's disarmament, as required by the Ta'if Agreement. 
UNSCR 1701 (2006) established as part of its mandate that UNIFIL assist the 
Lebanese Armed Forces in establishing a weapons-free zone and maintaining the 


cessation of hostilities in south Lebanon. 
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Without a request by the Government of Lebanon, LTNIFIL is not authorized 
to deploy along the borders of Lebanon to prevent weapons smuggling. Such a 
request has not been forthcoming from past Lebanese governments, and it is 
unlikely to come from the new one. 

LFNIFIL's mandate and rules of engagement provide authority to investigate 
credible evidence of violations of UNSCR 1701 and to confront imminent threats 
of hostile activity within its area of operations. UNIFIL rarely encounters evidence 
of unauthorized weapons within its area of operations. However, UNIFIL has 
responded to incidents such as the Hizballah-linked explosions at Tayr Falseh and 
Khirbat Selim. We continue to believe that UNIFIL's mandate and rules of 
engagement must be carried out to the fullest. 

UNIFIL’s major contributions are assisting the Lebanese Armed Forces in 
maintaining security south of the Litani River and working to facilitate progress 
towards the goals of UNSCRs 1559 and 1701, such as maintaining stability along 
the Blue Line, finding a solution for Ghajar village, and fully demarcating the Blue 


Line. 
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Questions for the Record Submitted to 
Ambassador Susan Rice by 
Chairwoman Kay Granger 
On behalf of Rep. Mike Simpson (#1) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
April 6, 2011 


Question : 

What is the official position of the United Nations regarding future 
availabilities and policies on the use of DDT in malaria endemic countries? 

Answer : 

At this time, the UN supports the use of DDT in malaria endemic 
countries based on Member States’ compliance with agreed upon norms and 
standards. However, understanding the environmental risks associated with 
DDT, the UN is now strongly encouraging malaria endemic countries and 
the World Health Organization (WHO) to seek DDT-altematives in the 
prevention and control of malaria. 

The Global Environmental Facility, the WHO, and UN Environment 
Program are implementing new DDT-altemative prevention projects that 
demonstrate the rising availability of safe, cost-effective interventions. The 
goal is to achieve a 30% cut in the application of DDT world-wide by 2014 
and its total phase-out by the early 2020s, while staying on track to meet the 
malaria reduction targets set by the WHO. 
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These newer DDT-free interventions may not be available nor 
technically appropriate in all countries. For those countries still employing 
DDT, the UN requests that the WHO, UNICEF, and donor agencies ensure 
that DDT implementation in indoor residual spraying meets international 
standards and guidelines, with a particular focus on the prevention of DDT 
contamination of agricultural products. The UN also requests that Member 
States be fully knowledgeable on the WHO recommendations and technical 
policies regarding DDT usage, as well as the strategies and provisions of the 
Stockholm Convention on Persistent Organic Pollutants of 200 J. 
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Questions for the Record Submitted to 
Ambassador Susan Rice by 
Chairwoman Kay Granger 
On behalf of Rep. Mike Simpson (#2) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
April 6, 201 1 


Question : 

How does the United Nations justify a costly campaign for DDT elimination in the 
United Nations Environment Program at a time when malaria endemic countries 
are calling for increased freedom to use DDT in national malaria programs? 

Answer : 

Given the environmental and agricultural concerns associated with DDT 
usage, coupled with increasing evidence of DDT-resistant mosquitoes, the UN is 
seeking DDT-altematives in the control and management of malaria. 

For the foreseeable future, insecticide-based prevention measures will 
continue to play a critical role in malaria control and elimination efforts. DDT is a 
highly effective insecticide and is one of 12 insecticides approved by the WHO for 
use in public health programs with appropriate environmental and safety 
precautions. Its use in malaria control is explicitly permitted under the terms of the 
Stockholm Convention, to which the U.S. is a signatory. 

Given the wide variation in malaria transmission patterns in endemic 
coimtries, non-insecticide based approaches are not equally effective. Finding 
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effective alternatives to DDT remains a challenge. For this reason, DDT will 
continue to be one option in malaria control and elimination efforts until effective 
alternatives are identified. The Administration continues to support locally- 
appropriate, cost-effective, and sustainable vector-control approaches for the 
prevention of malaria. 
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Questions for the Record Submitted to 
Ambassador Susan Rice by 
Representative Nita M. Lowey (#1) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
April 6, 2011 


Question : 

UN Reform: Some members of Congress have suggested that withholding 
U.S. contributions to the United Nations would increase the pace of reforms 
or that the U.S. should be able to only contribute to those activities of the 
UN which they favor. 

• Do you believe that withholding contributions is necessary to 
advance reform? How would withholding our contributions affect 
our ability to push for the reforms the U.S. supports? 

• Recently, UN Secretary-General Ban Ki-moon instructed senior 
managers to prepare a budget with a 3% reduction as compared 
with the previous budget, doesn’t a U.S. effort to withhold 
contributions hinder those efforts? 

• What affect would selectively contributing to the UN have on UN 
operations and our overall relationship? 


Answer : 

UN reforms are achieved by robust, long-term, consistent effort and 
engagement, not by withholdings. Most major reforms, such as the 
establishment of the UN Independent Audit Advisory Committee, Ethics 
Office, and Peacebuilding Commission, were achieved as a result of active 
U.S. involvement across many different Administrations. 
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Withholding decreases our influence over the full range of reform 
issues. When we were in arrears, even our closest allies become less willing 
to cooperate. In 1996, the U.S. candidate to the Advisory Committee on 
Administrative and Budgetary Questions (ACABQ) suffered an 
embarrassing defeat - receiving only 55 of 173 votes - in a sharp rebuke 
over U.S. arrears. Having a seat on the ACABQ is critical to U.S. interests 
because the ACABQ scrubs the UN regular and peacekeeping budgets and 
advises the General Assembly on audit and management issues, all of which 
are key to our reform agenda. 

Without the threat of withholding the Administration has 
accomplished a number of reforms such as the Global Field Support 
Strategy, “New Horizon” process for UN peacekeeping, definition and 
principles of accountability, and a three-year pilot for OIOS investigations 
hubs, as well as continuing to make substantial progress on the U.S.- 
sponsored United Nations Transparency and Accountability Initiative 
(UNTAI). All of these reforms have been achieved through consistent hard 
work and engagement, not withholding. 

The reforms championed by the previous Administration- 
strengthening the UN’s mechanisms for accountability, creating the Ethics 
Office, streamlining UN agencies - were all implemented without 
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withholding our dues. The Bush Administration opposed congressionally 
mandated withholdings from the UN regular budget while they were pushing 
these reforms. 

We strongly support the Secretary General’s efforts to reduce the UN 
operating budget by more than 3.7% for the 2012-2013 biennium. 
Withholding diminishes our influence on budgetary and reform issues. 

If the U.S. were to selectively contribute to UN activities that we 
support, the UN would be hard pressed in trying to effectively implement its 
Program and Budget. Since contributions to the UN budget cannot be 
“earmarked,” we cannot predict which activities would be most affected. 
And if other countries were to follow suit in contributing selectively, the 
U.S. would be faced with paying more for the UN activities that we strongly 
support - such as the special political missions in Iraq and Afghanistan. 
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Questions for the Record Submitted to 
Ambassador Susan Rice by 
Representative Nita M. Lowey (#2) 

Subcommittee on State, Foreign Operations, and Related Programs 
House Committee on Appropriations 
April 6,2011 


Question ; 

In July 2010, the UN General Assembly established a new entity for women 
because existing UN efforts to address women were “incoherent, under-resourced, 
and fragmented.” 

In your view, is UN Women an improvement over previous efforts to address these 
issues? If so, in what ways is it an improvement? 

Answer : 

Yes, combining four former UN gender-related entities into one organization 
will result in better coordinated, less duplicative and less costly efforts towards 
common objectives. Rather than adding layers of bureaucracy, the consolidation 
seeks to reduce bureaucratic infighting. Executive Director Michelle Bachelet 
plans to use increased resources to expand the activities of UN Women at the 
country level, rather than at headquarters. Voluntary contributions make up the 
vast majority of UN Women’s resources. 


Bachelet recognizes that her organization is first and foremost responsible 
for tangibly improving the lives of women and girls, particularly in developing 
nations where needs are most acute. UN Women strives to alleviate poverty; 
address violence including sexual violence; increase opportunities for women’s 
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employment, political participation, and involvement in conflict resolution 
processes; and hold UN agencies accountable for making health services, nutrition, 
clean water, and sanitation available. These broad objectives and plans to attain 
them are outlined in UN Women’s Strategic Plan for 201 1-2013. UN Women 
Executive Board members endorsed and adopted the Strategic Plan at the June 
201 1 annual session of the Board. 

Question ; 

What challenges will UN Women face as it moves forward with its work? 

Answer : 

Expectations are high, and UN Women must be able to show it can make 
tangible improvements to women’s lives by, for example, providing essential 
services in developing nations where women face economic hardship or conflict. 

In April Michelle Bachelet completed a Field Capacity Assessment (FCA) of UN 
missions to determine where the needs of women and girls are greatest. Her 
intention going forward is for UN Women to deploy teams of experts that would 
work with national partners and UN country teams to address the most pressing 


needs. 
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Secondly, UN Women will need to find the resources to get this work done. 
Voluntary contributions make up the majority of UN Women’s resources. While 
UN Women had a budget of about $200 million when it was established, Michelle 
Bachelet anticipates substantially more resources will be required for her 
organization to fulfill its many responsibilities. Ehiring the June Annual Session of 
the UN Women Executive Board, she asked member states for their financial as 
well as political support. Executive Director Bachelet is also thinking creatively 
about how to raise additional funds by partnering not only with governments, but 
also with the private sector, including foundations, academia, and individuals. 
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Questions for the Record Submitted to 
Ambassador Susan Rice by 
Representative Nita M. Lowey (#3) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
April 6, 2011 


Question : 

The Iranian leadership is dominated by hardliners whose pursuit of nuclear 
weapons, support for terrorism through their Hamas and Hezbollah proxies, and 
assistance to armed groups in Iraq and Afghanistan continue to make Iran a threat 
to U.S. and the world. The need for action is compounded by the fact that Iran 
continues to accumulate uranium and it will begin producing higher-grade enriched 
uranium-material clearly intended for military weapons. 

• How is the Administration working with the UN to ensure that EU member 
nations as well as India, China, and Russia are enforcing sanctions on Iran? 

o What steps is the Administration taking with UN member states to 
enforce the sanctions currently in place? 

• In the past, efforts in the United Nations and the IAEA have done little to 
prevent Iran from growing ever closer to acquiring the capacity to 
manufacture nuclear weapons. What other mechanisms and tools are you 
considering to ensure Iranian compliance and prevent further nuclear 
enrichment? 

• If the current sanctions fail to stop Iran from moving ahead with trying to 
build a nuclear weapon, what more can the UN do? 

Answer : 

Preventing Iran from acquiring nuclear weapons is one of this 
Administration’s top foreign policy priorities. We and our P5+1 partners (the five 
permanent members of the UN Security Council plus Germany) remain committed 
to a diplomatic solution to address the international community’s serious concerns 
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with Iran’s nuclear program. We believe our dual track approach of pressure to 
encourage engagement is the most effective approach to achieve our shared 
objective. 

Just over one year ago, the UN Security Council adopted Resolution 1929 
(2010), sending a clear message on what the international community expects from 
Iran and the consequences of Iran’s decision to not comply with its international 
nuclear obligations. Resolution 1929 (2010) not only dramatically expanded the 
breadth of existing multilateral sanctions on Iran, but served as a foundation for the 
imposition of autonomous national sanctions measures against Iran by the United 
States, EU, Japan, South Korea, Australia, Canada, and others. 

Our collective efforts to increase the costs for Iran’s defiance of its 
international nuclear obligations have yielded results. Sanctions have inhibited 
Iran’s nuclear program and further isolated Iran both politically and economically. 

We continue to urge all States to implement their UN Security Council 
obligations in a full and robust manner - and to consider imposing supplemental, 
autonomous measures. Based on our discussions with our international partners. 
States take seriously their obligations, including preventing funds and other 
economic resources from going to designated entities and individuals, and 
preventing proscribed items from reaching Iran. Many are taking steps to 



607 


strengthen their domestic export control regulations, laws, and practices to 
implement these requirements. 

In the Security Council, we work closely with other Council members to 
ensure that the Iran Sanctions Committee (“1737 Committee”) remains active, 
fully implements its work plan, assists States with implementation, and effectively 
responds to reported sanctions violations. We are also doing everything we can, 
both at the United Nations in New York and elsewhere, to empower the Panel of 
Experts to pursue a robust and active agenda to monitor implementation of the Iran 
sanctions and make recommendations. 

As we move forward, our overarching objective is to establish a durable 
diplomatic solution to the international community’s serious concerns about Iran’s 
nuclear program. We will continue our joint efforts to achieve this objective, 
including urging full and robust sanctions implementation and enforcement, as 


well as the cessation of illicit activities. 
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Questions for the Record Submitted to 
Ambassador Susan Rice by 
Representative Nita Lowey (#4) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
April 6, 2011 


Question : 

The United Nations Capital Master Plan addresses a number of serious life- 
safety and security concerns to staff, diplomats, and visitors. The UN 
receives approximately 5,000 accredited delegates annually from around the 
world and 300,000 tourists, about forty percent of whom are Americans. 
Almost 4,300 people work at the UN headquarters complex, including 1,280 
Americans. 

If there is no U.S. funding for the Capital Master Plan what happens to the 
renovation of the UN headquarters complex in New York? 

Answer : 

If the U.S. stops paying its contribution to the Capital Master Plan 
(CMP), the project will likely be delayed, increasing the overall project 
costs. A significant delay would greatly increase the costs associated with 
leasing office swing space for the UN staff who have been displaced from 
the Headquarters complex during construction. With the majority of the 
demolition work completed and construction underway, if there was no 
project funding for an extended period of time, the UN would need to decide 
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the least damaging way to proceed for it and the member states who have 
paid, which could include drawing on a commercial letter of credit in order 
to meet their contractual obligations related to the project. 

Construction began in May 2008 and is expected to be complete in 
2014, with the project being bid in multiple parts. American companies 
have won almost all of the contracts for the CMP - yielding roughly 4 
dollars back for American business for every 1 dollar contributed by the 
United States. 

The U.S. is paying 22% of the project cost: $75.5 million annually 
over five years, plus contributions made during the design phase for a total 
of approximately $415 million. Thus far, the U.S. has paid $340 million. 

We still owe $75.5 million for our 2011 assessment, which is reflected in the 


President’s FY2012 budget request. 



610 


Questions for the Record Submitted to 
Ambassador Susan Rice by 
Representative Nita M. Lowey (#5) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
April 6, 2011 


Question : 

I am increasingly veiy concerned about Palestinian Prime Minister Abbas’ 
plan to bring a resolution to the UN General Assembly recognizing an 
independent Palestinian State. I am not just worried about the effect this 
will have on the peace process, but also the U.S.’ relationship with the UN. 
What is the State Department doing to prevent this from happening? 

Answer : 

As President Obama said in his May 19 speech, "Symbolic actions to 
isolate Israel at the United Nations in September won’t create an 
independent state." The Administration is focused on working to move the 
parties beyond the current impasse and back to the negotiating table. 
Negotiations are the only pathway for the parties to realize their legitimate 
aspirations: for the Israelis, security; for the Palestinians, an independent, 
viable, and sovereign state of their own. The President has made clear that 
regional developments make a lasting peace that ends the conflict and 
resolves all claims more urgent than ever. 
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We continue to work with the parties, the international community, 
and the Quartet in order to close the gaps between the parties and move them 
towards negotiations that are based on the elements of territory and security, 
as laid out in President’s remarks. In the past month our Special Envoy has 
traveled to the region multiple times to further these efforts, and the parties’ 
negotiators have traveled repeatedly to Washington. 

As we continue to say publicly and privately, we oppose attempts to 
resolve permanent-status issues through international bodies like the UN, 
rather than through the difficult but necessary process of negotiations and 
mutual agreement by the parties. The United States views recognition of a 
Palestinian state as premature. We are working closely with the parties 
towards a negotiated outcome that will lead to the establishment of a state of 
Palestine living side by side in peace and security with the state of Israel. 

As the President has said, the status quo is unsustainable, and the 
alternative to a negotiated solution is continued conflict, an outcome that 
serves only the interests of spoilers and rejectionists. 
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Question for the Record Submitted to 
Ambassador Susan Rice by 
Representative Steve Austria (#1) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
April 6, 2011 


Question : 

Let me ask you about the U.N. Human Rights Council. While the Council 
suspended Libya’s membership - given Libya’s long and abhorrent human 
rights record it is curious to me that they were on the Council in the first 
place. Now the list of candidates seeking a seat for the next term is equally 
disturbing. Syria is currently running in an uncontested election for one of 
the Asia seats - in light of the crackdown on peaceful protesters in Syria, 
this seems especially egregious. 

What is the United States doing to counter Syria’s election campaign? 

Congo is also running for one of the Africa seats - which again is a country 
with a poor human rights record seeking to have a seat on the U.N. Human 
Rights Council. What is the U.S. doing to address the poor human rights 
records for members of the Council? Will the U.S. be addressing this 
problem during the 5-year review process? 

Answer : 

In May, in response to a U.S.-led campaign, Syria withdrew its 
candidacy for Council membership, responding to pressure from around the 
world. Last year, Iran withdrew its candidacy in the face of a similar U.S.- 
led effort. Nicaragua also lost its re-election bid this May to Peru, Chile and 
Costa Rica, all countries with stronger human rights records. In March, the 
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General Assembly suspended Libya from the Human Rights Council by 
consensus — a historic first. 

Improving the Council’s membership is critical to strengthening the 
Council’s overall effectiveness. The Administration is committed to 
supporting candidates that are dedicated to protecting and promoting human 
rights for membership on the Human Rights Council. The Council 
discredits, dishonors, and diminishes itself when the worst violators of 
human rights have a seat at its table. The founding document of the Council 
requires UN member states to take candidates’ contribution to human rights 
into account when selecting Council members. Membership on the Human 
Rights Council should be earned through respect for human rights, not 
accorded to those who abuse them. 

The United States will continue to emphasize competition and 
qualifications in Council elections. This Administration urges regional 
groups to put forward competitive slates for membership on the Council, and 


we will continue to do so. 
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Questions for the Record Submitted to 
Ambassador Susan Rice by 
Representative Steve Austria (#2) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
April 6,2011 


Question : 

For more than 60 years, the United States has been the single largest 
financial contributor to the U.N. system, supplying in recent years 22 
percent of most U.N. agency budgets. It is my understanding that the U.N. 
Charter requires each U.N. member state, including the United States, to 
contribute to the expenses of the U.N., as assessed by the General Assembly. 
The U.N. General Assembly has adopted a scale of assessments - which is 
based generally on a country’s capacity to pay - that requires the United 
States to pay the largest share (22 percent), while 53 other member countries 
pay the minimum or 0.001 percent. 

The part of this system that I want to ask you about is the scale of 
assessments that is based generally on a country’s capacity to pay. Who 
decides what a country’s capacity to pay is? When we are borrowing 42 
cents on every dollar coming out of the Treasury, I would argue that the 
United States’ ability to pay should not be the maximum - the largest share 
- of the U.N. budget. What is the United States doing to encourage the U.N. 
to adopt a more equitable system for assessing member contributions? 

Answer : 

The current UN scale of assessments was agreed by the UN General 
Assembly (UNGA) in December 2009 for the 2010-2012 scale period. The 
scale methodology measures capacity to pay based primarily on a country’s 
share in world Gross National Income, with discounts provided in relation to 
debt burden and low per capita income. The debt burden and low per capita 
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income adjustments are only provided to countries meeting certain 
thresholds included in the methodology. In addition to these elements 
intended to measure capacity to pay, the formula also includes a floor and 
ceiling rate. The U.S. pays at the ceiling rate of 22%. 

During extensive negotiations in the UN General Assembly, the United 
States succeeded in keeping the existing methodology in place for the UN 
Regular Budget scale of assessments for 2010-2012, preventing the adoption 
of changes that would have led to much higher assessments for the United 
States. 

However, even without changes to the methodology, the assessment rates 
of countries with large developing economies are increasing as updated 
economic data is applied. For example, even with their discount for having 
per capita income below the world average, China’s assessment rate went 
from 2.7% to 3.2% for the regular budget in the last review. 

We will continue our efforts to make adjustments to the scale formula 
that would make the methodology fairer and more reflective of today’s 
global economic realities. 




Thursday, March 31, 2011. 


FISCAL YEAR 2012 REQUEST FOR GLOBAL HEALTH AND 
HIV/AIDS PROGRAMS 

WITNESSES 

AMBASSADOR ERIC GOOSEY, U.S. GLOBAL AIDS COORDINATOR, U.S. 
DEPARTMENT OF STATE 

AMIE BATSON, DEPUTY ASSISTANT ADMINISTRATOR FOR GLOBAL 
HEALTH, U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT 

Opening Statement oe Chairwoman Granger 

Ms. Granger. The Subcommittee on State, Foreign Operations 
will come to order. 

I would like to welcome Ambassador Goosby and Ms. Batson be- 
fore the subcommittee today to discuss the fiscal year 2012 request 
for global health programs. 

The President’s Global Health Initiative was announced almost 
2 years ago, and will encompass all global health funding under the 
subcommittee’s jurisdiction. It totals $8.7 billion in fiscal year 
2012, an increase of $887 million from the enacted fiscal year 2010 
levels. Almost 70 percent of the Global Health Initiative, or $5.9 
billion, is for HIV/AIDS programs under Ambassador Goosby’s of- 
fice. Therefore, I hope both witnesses will be able to comment on 
the implementation of the GHI. 

First, let me state that I support the goals of the President’s 
Global Health Initiative. If GHI will achieve better health for 
adults and children in the developing world and provide a long- 
term plan for delivery of health services led by the countries them- 
selves, then I can support the administration’s efforts. However, 
given that there is no authorization for this program and no clear 
goals, I must admit that I am skeptical. 

To date, your track record is not very good. In the fiscal year 
2010 House report, the committee included language at my request 
directing the administration to provide a report on global health 
programs so the subcommittee knows how effective they have been 
at meeting their objectives and their goals. Here we are 2 years 
later, and we have nothing. 

In addition, it is still unclear who is providing the leadership for 
GHI. In the last week I learned that there is a new Executive Di- 
rector, and while the QDDR states that GHI will fall under USAID 
after certain benchmarks are met, it is unclear what this means in 
the interim. I will be raising a number of questions today that I 
hope our witnesses can answer. 

I also have concerns about the operations of the Global Fund, 
specifically the administration’s large, multi-year commitment, 
something that, if fulfilled, would most likely have to come from 
offsets to your bilateral HIV/AIDS programs. 

( 617 ) 
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I know this is not your intention, Ambassador Goosby, but it 
could well be the reality of today’s budget climate. 

Let me close by saying that while I have concerns about the di- 
rection this budget request takes us, Americans should be proud of 
the many milestones U.S. global health assistance has achieved in 
the past 10 years. Many Americans enter careers in global health 
to provide care that otherwise would not be available to the poorest 
of the poor. But more money alone is not the answer. 

In the current fiscal environment, our government will have to 
deliver services more efficiently without destructive competition be- 
tween agencies and with open books to ensure ample auditing and 
transparency. 

Additionally, both USAID and the Global AIDS Coordinator have 
large pipelines of previously appropriated funds that are unobli- 
gated and unexpended. I hope you can provide more details about 
those funds for the record. 

Thank you both for appearing before us today. I look forward to 
hearing more about your work. 

I turn now to the ranking member, Mrs. Lowey. 

Opening Statement oe Mrs. Lowey 

Mrs. Lowey. Thank you. Madam Chair, and welcome. Ambas- 
sador Goosby and Ms. Batson. We appreciate your appearing here 
today. 

Over the past 6 years, this committee has made global health a 
top priority, providing over $38 billion for innovative programs to 
prevent the spread of disease, treat the sick, and strengthen local 
health systems to sustain advances. We have had impressive re- 
sults: HIV/AIDS treatment for more than 4 million people, bed nets 
to prevent malaria for over 19 million families, and voluntary fam- 
ily planning services for 19 million women. Along with saving lives, 
these programs help to free developing countries from the burden 
of disease, allowing economic growth and increased stability as 
more children can attend school and more adults can maintain jobs 
and care for their families. 

The $8.7 billion request for the Global Health Initiative supports 
a whole-of-government approach, helping partner countries im- 
prove health outcomes with a particular focus on women, 
newborns, and children by addressing infectious disease, nutrition, 
maternal and child health, and family planning. 

I am pleased the budget request focuses on better coordination 
of our efforts and look forward to hearing how U.S. Government 
supported health programs will become more effective and efficient 
in target countries. 

I almost feel like reading that small paragraph again. Madam 
Chair, because I agree with so much of what you said, and I can 
remember particular trips, I won’t mention the countries, where 
when I have asked the ambassador to bring everyone together 
working on these issues, they didn’t even know each other. Now, 
that is not to say that they are not doing good work, they are oper- 
ating in their own stovepipes of excellence. But, at this time of lim- 
ited resources, our chair is absolutely right, and I know from my 
discussions with the Secretary of State as well, coordination, co- 
ordination. And if the Brits are doing one thing, we can do some- 
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thing else. But it is so important that we use our resources as ef- 
fectively as we can. So I just wanted to emphasize that point be- 
cause I know the chair and I are in agreement, and you are, too, 
that we can operate these programs more effectively with better co- 
ordination. 

Each year more than 500,000 women, 99 percent of them in de- 
veloping countries, die from pregnancy and childbirth-related com- 
plications. An additional 15 to 20 million women suffer debilitating 
injuries as a result of pregnancy. In addition, 1.6 million children 
die in the first 48 hours of birth, and 8.1 million die before age 5. 
The administration’s request includes $1.6 billion for maternal 
health, child survival, family planning, and nutrition, and sets a 
goal to reduce maternal mortality by 30 percent and under 5 mor- 
tality by 35 percent. I hope you will describe for the committee how 
the administration plans to improve access to and quality of health 
services to reach these goals. 

For many years, I have championed family planning, which saves 
the lives of mothers and children by educating women on healthy 
pregnancies. These programs not only empower women to decide if 
and when to have children, they also reduce unintended preg- 
nancies, which lead to an estimated 35 million abortions each year 
in the developing world. When we cannot even meet demand, I find 
it unconscionable that the House voted such dramatic reductions to 
these life saving efforts earlier this year. The committee and Con- 
gress as a whole would benefit from your insight about the effect 
of these reductions on maternal health and child mortality rates as 
well as the greater societal implications. 

It is also vital that we continue to make investments in the fight 
against infectious diseases. We are at a critical juncture for several 
debilitating and deadly diseases. The eradication of polio is within 
reach, microbicide technology that prevents the spread of HIV has 
been successfully tested. A malaria vaccine is in its final stage of 
clinical trials, and significant strides are being made in the devel- 
opment of interventions for neglected tropical diseases. Scaling 
back our commitment to global health programs now risks sacri- 
ficing our progress in recent years. 

Global health programs save lives and reduce suffering at a very 
basic level. The U.S. contribution to these efforts speaks volumes 
about our moral conviction. But these programs also have far- 
reaching consequences for the developing world. Healthy popu- 
lations form the basis of secure societies where economic growth 
and political stability are possible. With that in mind, I look for- 
ward to your testimony. 

Thank you. Madam chair. 

Ms. Granger. To our witnesses, please feel free to summarize 
your remarks. Without objection, your full statements will be sub- 
mitted for the record. 

Opening Statement oe Ambassador Goosey 

Ambassador Goosey. Madam Chair, Ranking Member Lowey, it 
gives me pleasure to speak before you today. Thank you for invit- 
ing me to speak to discuss the President’s 2012 budget request for 
PEPFAR. You have my written testimony, so I will be brief. 
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In my travels to the field, I have been struck by the deep grati- 
tude for PEPFAR’s life-saving mission. Simply put, America has 
brought hope back to countless people across the globe. On a per- 
sonal level, I am constantly humbled by the number of lives we 
have touched, by the number of people whose lives we have saved 
and whose families we have kept together. 

This subcommittee has been a key partner in this effort. All of 
you who were in Congress in 2008 supported reauthorization. All 
of you have a right to be proud of the investment you have made 
in saving lives and promoting security. Thanks to your efforts, last 
year PEPFAR directly supported life-saving treatment for more 
than 3.2 million men, women, and children. We supported pro- 
grams that helped nearly 3.8 million orphans and vulnerable chil- 
dren move towards a better life. 

The President’s request for PEPFAR reflects the fact that while 
much has been accomplished, much remains to be done. As Sec- 
retary Clinton has noted, global health programs not only save the 
lives of mothers and children, they stabilize societies and, impor- 
tantly, halt the spread of deadly disease to our own country. 

Now is the time to keep moving forward and build on our suc- 
cesses. We must continue our investments and make sure they are 
smart investments. This means using each dollar to save as many 
lives as we can, using less expensive generic drugs, and moving 
these drugs by land and sea instead of by air. 

We recognize that economic times are tough. But we also recog- 
nize that our mission is critical. So every day we learn more and 
get smarter about our work and how to do it more effectively. Get- 
ting smarter means achieving greater efficiency and impact in our 
programs. Our work to prevent mother-to-child transmission of 
HIV is an example. It has a triple benefit: saving the life of the 
mother, protecting her newborn from acquiring HIV, and keeping 
her other children from becoming orphans, thus keeping the family 
intact. In the last year alone, your investments through PEPFAR 
led to more than 114,000 children being born HIV free. 

America is truly leading the global effort to end pediatric AIDS 
worldwide, and to ensure new generations are born HIV free. 

Since its inception, PEPFAR has used coordination as a tool to 
maximize our investments and our impact. As we are seeing with 
the President’s Global Health Initiative, the health systems we 
have established are now helping us combat other health threats 
while strengthening our focus on PEPFAR’s HIV/AIDS mission. 
There is a shared global responsibility to make smart investments 
to save lives. This committee should know that thanks to its invest- 
ments, we are at a pivotal movement in making a shared response 
a reality. Partnership frameworks have helped to secure partner- 
government commitments to heightened efforts, and we have used 
these frameworks to ensure participation of the full range of part- 
ners, including faith-based partners, which often play a critical role 
as part of country health systems, and other members of civil soci- 
ety. 

To be clear, this work of country ownership is not yet complete, 
and the timeline of these efforts will vary from country to country. 
But it is well underway, and we are on the precipice of securing 
these gains for the long term. 
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Finally, shared responsibility also means that no one country 
alone can win the fight against AIDS. That is why we must support 
the Global Fund as an essential and critical partner. Last year, the 
Obama administration pledged to request $4 billion for the fund 
over a 3-year period. Equally important, we issued a call to atten- 
tion for reform, launching a process to improve its operations, espe- 
cially at the country level. 

We are also strengthening the fund’s effort to protect both U.S. 
taxpayers’ investment and the people who rely upon these pro- 
grams. Simply put, we must all support a strong Global Fund. 

Madam Chairwoman and members of the committee, I spoke ear- 
lier about hope. I say to you today that we cannot underestimate 
the power of hope. Hope is the power to save lives, and we are now 
bringing hope to millions who once could only see despair. It is this 
hope that is bringing and building stronger families and commu- 
nities, and it is the hope you committed to, and we thank you for 
that. 

I look forward to your questions. 

[The statement of Dr. Goosby follows:] 
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The President’s Emergency Plan for AIDS Relief 
Statement of Ambassador Eric Goosby, M.D. 

U.S. Global AIDS Coordinator, U.S. Department of State 
Before the United States House of Representatives 
Committee on Appropriations 
Subcommittee on State and Foreign Operations 
Washington, DC 


Chairwoman Granger, Ranking Member Lowey; thank you for inviting me to discuss the 
President’s Fiscal Year (FY) 2012 Budget request for the President’s Emergency Plan for AIDS 
Relief, or PEPFAR. 

From the day it was first announced nearly eight years ago, the story of PEPFAR has 
demonstrated the remarkable good will and generosity of the American people. Congress’ 
ongoing bipartisan support for PEPFAR, and President Barack Obama’s continuing stewardship 
of a landmark program launched by President Geoige W. Bush, have shown the world that this is 
a vital, effective and durable element of our foreign policy. All across Afiica, I have been struck 
by the deep gratitude of governments and ordinary people for PEPFAR ’s lifesaving mission. This 
effort has provided a positive and powerful message in our public diplomacy. This Subcommittee 
has been a key partner in the success that we have been able to achieve through the years, and we 
are deeply appreciative. 

Despite challenging economic and budget times. President Obama’s Fiscal Year (FY) 2012 
request for this program reflects the Administration’s strong, continuing commitment on 
HIV/AIDS. ITie President is seeking $7. 1 54 billion (from all accounts, including funding within 
the Department of Health and Human Services’ request) in total for bilateral HTV/AIDS 
programs, bilateral tuberculosis (TB) programs and research, and contributions to multilateral 
efforts such as the Global Fund to Fight AJDS, Tuberculosis and Malaria (Global Fund) and the 
Joint United Nations Programme on HIV/AIDS (UN AIDS). Of this total, the request includes 
almost $5.6 billion for bilateral HIV/AIDS programs, and $1.3 billion for the Global Fund. 

Saving Lives 

When I talk about HIV/AIDS, I bring the perspective of one who has been involved in the 
response for 30 years now. And I believe that 2010 was a crucial chapter in the global response, 
providing many reasons for hope about the future. As has been true throughout the past decade, 
the cormnitment of the American people was central to virtually all of the year’s breakthroughs. 
America is truly leading the world in this effort. 

We must always remember that numbers are not tbe whole story of PEPFAR, but when those 
numbers represent children, women and men whose lives are being saved, they are critical. The 
people implementing PEPFAR in the field continued to expand life-saving programs this year, as 
shown by our 2010 program results. At the end of the fiscal year, PEPFAR supported over 3.2 
million people on treatment through bilateral programs, an increase of more than 700,000 over 
the previous year. PEPFAR and the U.S.-supported Global Fund continue to be the leading 
engines of the dramatic increase in availability of treatment UNAIDS estimates that at least 5.2 
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million people in low- and middle-income countries are now receiving treatment - most of 
whom were already quite ill when they accessed treatment, and would have died in the near 
futine without it. This is truly an extraordinary global achievement, 

PEPFAR programs provided more than 600,000 pregnant women with drugs to prevent mother- 
to-child transmission of HIV (PMTCT), reflecting one of my top priorities. As a result, it is 
estimated that over 114,000 babies were bom ftee of HIV in 2010 - representing continued sharp 
acceleration of PMTCT efforts relative to earlier years. PEPFAR also provided care and support 
for over 11 million people in FY 2010, including over 3.8 million orphans and vulnerable 
children. 

When I reflect that each of the numbers represents a real person ~ with a story, a family, a 
community - the impact of this vvork is too vast to comprehend through numbers alone. I am 
fortunate to have frequent opportunities to hear the stories of our real people in the field, which 
provide a window into the human impact of America’s effort. In short, much has been 
accomplished and much more remains to be done. With this in mind, we will push on toward the 
ambitious goals in our Five-Year Strategy - using all that we have learned, to do more and to do 
better. 

Smart Investments 

One encouraging aspect of these life-saving results is that they were achieved despite the 
difficult economic environment. A key element has been a heightened commitment to smart 
investments - that is, stretching each dollar as far as we can to save as many lives as we can. 

Let me briefly highlight areas we have identified for focus: 

• We are strengthening use of economic and financial data to ensure efficient use of 
resources. 

• We are incorporating innovations that promote efficiency and allocate resources based on 
impact. 

• We are increasing collaboration with governments, the Global Fund and other stakeholders 
to align programs and target investments. 

• We are reducing costs by streamlining our U.S. Government operations and supporting 
increased country ownership. 

• We are achieving the best available, all-inclusive commodity pricing. 

• We are leveraging creative mechanisms for healthcare financing, in order to bring 
additional resources to bear. 

• And finally, we are developing an evaluation and research agenda that will show all global 
health how to improve efficiency and impact. 

Through all of these smart investments, we are supporting countries as they try to build an 
effective, durable continuum of care that meets the needs of their people. The more impactfiil and 
efficient our investments, the greater the country’s ability to create a sustainable response. Here 
are just a few examples of the impact of this focus on smart investments to date. 

Treatment and Care 

Antiretroviral treatment saves lives, but it is a significant component of our overall costs. In luly, 
we reported on treatment costs, based on groundbreaking studies of PEPFAR-supported 
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treatment sites across 12 countries. This data, indicating an estimated mean cost to PEPFAR of 
$436 for each patient supported, provides a baseline for efforts to identify treatment efiRciencies. 

South Africa has the world’s largest number of people living with HIV, and the world’s largest 
treatment program. The South African Government identified the need for additional funding that 
would help to fill urgent short-terms gaps in drug availability and drive changes in procurement 
policies, while greater South African investments could be marshaled. We made an additional 
one-time $120 million dollar investment over 2 years. With this money, we were able to buy 
drags at 50% of their previous prices in South Africa. This investment, along with substantial 
work by the South African Government, led to an historic change in South Africa’s policies that 
enabled the Government to do what we had done, and purchase medicines at 50% of its previous 
costs. This allowed the country to save an estimated $600 million dollars over the next two years 
alone. In short, the PEPFAR investment had a remarkable multiplier effect. It will immediately 
allow hundreds of thousands to receive lifesaving treatment that they would not otherwise have 
received, preventing the vertical transmission of HIV to thousands of additional infants and 
keeping their mothers alive and their families intact, while remaining a South African 
Government investment. 

Other compelling examples drawn from the treatment program area reflect the work of the 
Supply Chain Management System, which PEPFAR created and manages through USAID. 
Antiretroviral drugs purchased through that mechanism are now over 98 percent generic - an 
amazing achievement that saved us over $380 million dollars in 2010 alone. Our progress toward 
reliance on generics was described in a recent paper in the Joiunal of the American Medical 
Association, 

And through our supply chain strengthening efforts, we’re increasingly moving those drugs and 
other commodities in more cost-effective ways. SCMS estimates we’ve saved almost $40 million 
dollars to date just by using sea rather than air freight, for example. All of these commodity 
savings lead directly to being able to serve more people, and save more lives. 

Prevention 

In HIV prevention, smart investments are equally essential, and this year brought much 
encouraging news. UNAIDS reported significant declines in new HIV infections in over 30 
countries, including 22 in Africa - a remarkable turnaround from the trends of a few years ago. 

In the past, we’ve used the phrase ‘combination treatment’ to suggest the need to rely on several 
antiretroviral drags, not just one. Now we also talk about ‘combination prevention’ to 
demonstrate the importance of relying on multiple prevention tools for a given population - 
including biomedical, behavioral, and structural approaches. It is essential for each country to 
know its epidemic, and PEPFAR is seeing the payoff from heavy investments in high-impact 
prevention activities tailored to the needs of specific countries. Evidence on the epidemiology of 
HIV within each country helps answer questions such as need for relative emphasis on youth or 
older population groups to find the right mix of programs that promote, for example, delay of 
sexual debut and partner reduction. Country epidemiology also helps us identify and focus on 
most-at-risk populations, where comprehensive prevention efforts play a criticd role in halting 
the advance of the epidemic, including among men who have sex with men, sex workers, 
migrant workers, and those who inject drugs. We have also strengthened efforts to rigorously 


3 



625 


evaluate the impact of prevention activities, in order to target investments to save more lives. 

Two key examples of smart prevention investments I’d like to highlight are PMTCT and male 
circumcision. 

Prevention of mother-to-child transmission. Vertical transmission is a significant cause of new 
HIV infections worldwide - causing one in every seven new infections. Yet PMTCT 
interventions are extraordinarily effective. Without PMTCT, 25-40 percent of babies of HIV- 
positive mothers will be bom infected; with PMTCT that number can be reduced to below 5 
percent. PMTCT has a triple life-saving benefit: saving the life of the woman, protecting her 
newborn fiom HIV infection, and protecting the family Ixom orphanhood. Because it works so 
well and touches so many lives, PMTCT is a smart investment for PEPFAR — high-impact and 
cost-effective. In FY 2010 alone: 

• PEPFAR directly supported HIV counseling and testing for nearly 8.4 million pregnant 
women; 

• More than 600,000 HIV-positive pregnant women received antiretroviral prophylaxis to 
prevent mother-to-child transmission; and 

• Through these PMTCT efforts in 2010, more than 1 14,000 children are estimated to 
have been bom HIV-fi-ee (adding to the nearly 340,000 from earlier years of PEPFAR). 

We are leading the global effort on PMTCT, and I’m proud to note these are the highest PMTCT 
results of any year in PEPFAR's seven-year history. We are working to ensure that every partner 
country affected by the HTV epidemic has at least 80 percent coverage of testing for pregnant 
women at the national level, and 85 percent coverage of antiretroviral dmg prophylaxis and 
treatment, as indicated, of women found to be HIV-infected. 

In 2010, PEPFAR established "PMTCT Acceleration Plans" for six countries with high burdens 
of vertical transmission. PMTCT Acceleration Plans provided $100 million in additional FY 
2010 PEPFAR funding -- above the more than $956 million spent on PMTCT from FY 2004- 
2009 - to fund plans targeting bottlenecks to expanding services. Based on the encouraging early 
results of this effort, PEPFAR has continued this funding in FY 20 1 1 . With the help of Congress, 

I was proud to oversee the “virtual elimination” of pediatric AIDS here in America during my 
tenure at HHS, and I believe PEPFAR can be instrumental in helping to end pediatric AIDS 
worldwide and ensuring new generations are bom HIV-free. 

These PMTCT efforts have benefits for overall health care for women. I . inkin g HIV testing with 
antenatal care helps to identify women who are in need of care. In addition, counseling and 
testing can help women who are HIV-negative remain HIV- free. The availability of these 
additional services also provide an incentive for women to seek antenatal care. In Kenya, 

Uganda, South Afiica and other countries, strong linkages among PMTCT, maternal and child 
health and other programs dramatically increased program coverage, allowing programs to focus 
on the needs of each woman and family in a more holistic way. 

Male circumcision and other iimovations in prevention. PEPFAR is leading the world in support 
for rapid scale-up of male circumcision, which was scientifically validated in recent years as a 
highly protective intervention against HIV infection. Studies show that if we rapidly scale up 
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circumcision to 80 percent coverage over 5 years in Eastern and Southern Ajfrica, we can prevent 
20 percent of all new HIV infections in that region - an incredible 4 million infections averted. 
And doing so would save over $20 billion dollars over a 1 6-year period. In Swaziland - the 
country with the world’s highest HIV prevalence ~ PEPFAR is supporting the country’s effort to 
rapidly make circumcision available to its entire male population, starting with men aged 15-49, 
with the promise of significant infections averted and cost savings. 

Looking to the future, we have new hope of adding much-needed new tools to the global 
prevention toolkit. Especially encouraging have been proof of concept of a woman-controlled 
microbicide, based on a study fimded by PEPFAR through USAID, and highly positive research 
findings on pre-exposure prophylaxis, funded by the National Institutes of Health. As we 
previously did with male circumcision, PEPFAR will continue to aggressively pursue formative 
work that prepares for implementation of these new tools as they become available, based upon 
scientific and regulatory guidance. As the world seeks a vaccine against HIV infection, it is also 
important to note the significant U.S. Government support for the Global Alliance for Vaccines 
and Immunization. 

Gender 

Across all programs, PEPFAR recognizes that gender inequalities fuel the spread of HIV and 
supports programs that respond to this challenge. Gender-based violence (GBV), in particular, 
limits women's ability to negotiate sexual practices, disclose HIV status, and access medical 
services and counseling. We have intensified our focus on GBV with a $30 million commitment 
that builds on PEPFAR platforms in all countries, with a particular focus on Mozambique, 
Tanzania, and the Democratic Republic of Congo - and with strong governmental and civil 
society engagement in all three countries. We have also created a Gender Challenge Fund to 
stimulate our country teams to identify and seize new opportunities. As part of a strong and 
growing portfolio of innovative partnerships with the private sector, PEPFAR also joined the 
Together for Girls public-private partnership to work with countries to inform and implement a 
coordinated approach to surveillance, policy and programs for ending sexual violence against 
girls. 

Proeram Evaluation and Research 

After seven years of implementation, PEPFAR is generating a growing body of evidence and 
lessons learned and redoubling its efforts to apply and disseminate these. We have reformed our 
Public Health Evaluation process to better allow for both U.S. Government- and externally- 
generated studies that will provide timely operations research on urgent questions, and instituted 
a Scientific Advisory Board to ensure that programs reflect the latest science. As described in a 
recent paper in the Journal of AIDS, PEPFAR has adopted an innovative fiamework for 
implementation science, defined as “methods to improve the uptake, implementation, and 
translation of research findings into routine and common practices,” to improve the development 
and effectiveness of our programs. 

Broader Context of Health and Development 

Like all others engaged in this work, PEPFAR has encountered the reality that HIV/ ADDS is 
linked to a wide range of global challenges. In her recent testimony before this Subcommittee, 
Secretary Clinton noted that global health programs not only stabilize societies devastated by 
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HIV, malaria, tuberculosis, and other illnesses, they save the lives of mothers and children and 
halt the spread of deadly disease toward our own country. 

In December, Secretary Clinton issued the inaugural Quadrennial Diplomacy and Development 
Review (QDDR), which recognized both diplomacy and development as co-equal pillars of U.S. 
foreign policy, along with defense. The QDDR acknowledged that health plays a central role in 
U.S. diplomatic and development elfoits, strongly affirmed PEPFAR’s mission and interagency 
model led by the Department of State, and built on President Obama’s Presidential Policy 
Directive on Global Development and Global Health Initiative, of which PEPFAR is the largest 
component. 

All of our global health efforts reflect a vision of better coordinated and linked U.S. development 
investments. This emphasis is great news for PEPFAR, because better coordination can save both 
money and lives, and help us maximize the impact of our development dollars. Since its 
inception, PEPFAR has used coordination as a tool to save money and maximize impact. Our 
implementers have long known that people affected by HIV face a range of broader health and 
development challenges, and have seen the opportunities to ensure that our other programs are 
meeting their needs. At the same time, the health systems platforms established under PEPFAR 
have much to contribute in meeting the broader health and development challenges of partner 
nations. By meeting the HIV challenge, we have naturally created significant health care 
systems improvements that are important in the struggle against other threats, and we have done 
so without diluting our focus on our own mission of combating HIV/AIDS. 

Country Ownership 

An area of striking progress has been movement toward country ownership, with developing 
countries increasingly taking the lead in responding to HIV/AIDS, while the U.S. and other 
external partners play key supportive roles. We have used every opportunity to promote the 
centrality of country ownership principles, including both governments and civil society. 
PEPFAR cormtry teams initiated processes to assess and support countries, across many sectors 
and functions, in defining their needs for health systems capacity development and targeted 
technical support. For governments, key areas of focus included surveillance, planning, analysis, 
management, monitoring and evaluation, and budgeting, at key national ministries as well as 
other levels of government. 

To address one central facet of the multifaceted health systems challenge - severe shortages of 
well-trained health workers — PEPFAR and NIH teamed up to launch Medical and Nursing 
Education Partnership Initiatives. Fostering partnerships between Aftican and other universities 
to enhance the quality of training of health professionals and increase the numbers trained as we 
work to meet the goal Congress established, these initiatives are a key part of wide-ranging U.S. 
support for health systems prepared to meet the needs of their populations. 

In another example of support for African institutions, PEPFAR recently helped launch the 
African Society for Laboratory Medicine (ASLM), which will advance laboratory medicine 
practice, science, systems, and networks on the continent and foster South-to-South sharing of 
best practices. Laboratory services are vital to support quality medical care with correct 
diagnoses and monitoring, preventive medicine, surveillance and disease control. As part of our 
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health systems strengthening work, PEPFAR is committed to supporting African leadership to 
build strong laboratories that perform to international standards and provide prompt diagnoses 
and clinical management support for patients. 

Through the mechanism of Partnership Frameworks, encouraged by Congress in our 
reauthorization to promote accountability, PEPFAR and 21 partner governments have 
documented mutual commitments for the next five years, with still more to follow. Our 
Framework with South Afnca deserves special note in light of that nation’s central role in the 
global HrV/AIDS challenge. Turning a decisive page, the South Afiican Government has 
assumed increasing leadership, including a dramatically heightened financial contribution to 
HIV/AIDS and an intention to approach full financial responsibility for its program by 2016. 
Secretary of State Flillary Rodham Clinton personally signed PEPFAR Partnership Frameworks 
with South Africa, Angola and Vietnam, signaling commitment to country ownership as part of 
U.S. foreign policy at the highest level. The U.S. also signed regional Frameworks for the 
Caribbean and Central America, spurring increased collaboration among the nations in those 
regions, with technical support from the U.S. One thing we’ve tried to do with these 
Frameworks is to secure commitments to ensure participation of the full range of civil society 
partners needed for countries to respond effectively - including faith-based partners. In many 
countries, faith-based organizations play a critical role as part of national health systems, and it is 
vital for that role to be acknowledged and strengthened. In South Africa, for example, St. Mary’s 
Hospital near Durban plays the role of a district hospital, fully integrated into the national 
system. 

Shared Responsibility 

The global HIV challenge cannot be met by any one country alone - nor should it be. In 
addressing this complex epidemic, all have a part to play. In addition to the contributions of the 
U.S. and partner nations, a truly global response requires commitment by other developed 
nations and the private sector. 

The Global Fund is a critical vehicle for this full range of stakeholders to contribute and heighten 
their commitment to the fight, as the U.S. has done over the past decade. Through our 
contribution to the Global Fund, the United States is able to support the delivery of significant 
and concrete health results; expand the geographic reach of and enhance bilateral efforts; 
catalyze international investment in AIDS, TB, and malaria; build capacity, country ownership, 
and sustainability; and demonstrate political commitment to international cooperation. The U.S. 
remains by far the largest contributor to the Fund, and last year, the Obama Administration made 
its first-ever multi-year pledge to request $4 billion for contribution to the Fund over 20 1 1 to 
2013. This strong U.S. support for the Fund’s work is vital to generating increased commitments 
by others. Equally as important, we issued a Call to Action for reform, laimching a process to 
improve the Fund’s operations, especially at the country level. This statement has been embraced 
by the Global Fund Board, which has established a Reform Working Group, to push this reform 
agenda forward as a top priority. The U.S. is actively advancing this work through our seat on the 
Global Fund Board and leadership roles in its key committees and working groups. We are also 
working to support and strengthen the Fimd’s efforts to root out corruption in its grants, 
supporting a strong and independent Inspector General and working to protect both U.S. 
taxpayers and the people who rely upon the health programs financed through the Fund. 
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The Globa! Fund is an essential partner in the fight against AIDS, TB, and malaria, supporting 
significant health results, building country capacity, and attracting continued investments from 
other donors. Simply put, the world needs a highly effective, efficient Global Fund. 

The U.S. has promoted the theme of shared global responsibility in its dialogues with other 
international partners. Through deepened participation in global fora, the U.S. has used its 
opportunities to leverage more engagement by others. PEPFAR is working with partners 
throughout the government to ensure that this message is featured prominently at the United 
Nations General Assembly High Level Meeting on HIV/AIDS in June. 

Conclusion 

The driving force behind all of PEPFAR’s efforts has been a desire to maximize the life-saving 
impact of each dollar entrusted to PEPFAR by Congress and the American people. As we move 
forward, I want this Subcommittee to know that PEPFAR will maintain this focus on the people 
we serve. 

Thank you very much. I look forward to our dialogue. 
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Ms. Granger. Thank you. 

Ms. Batson. 

Opening Statement of Ms. Batson 

Ms. Batson. Chairwoman Granger, Ranking Member Lowey, dis- 
tinguished members, thank you for inviting me to testify on the fis- 
cal year 2012 global health and child survival budget request. 

Foreign assistance for global health is very important to our na- 
tional security. We have seen that poverty and disease can lead to 
bitterness and political instability. No parent should have to watch 
their child die needlessly of a preventable or treatable disease. Dis- 
eases do not respect borders. Preventing the transmission of mea- 
sles, polio and tuberculosis in developing countries limits the num- 
ber of cases that enter the U.S. As a state health commissioner re- 
cently noted, preventing diseases abroad is not only good public 
health, it saves money here. It prevents what she referred to as the 
million dollar case; or perhaps more to the point, the million-dollar 
budget line needed to track down all of the contacts that the one 
infected person had upon arriving in the United States. 

There is nothing parents value more than the health of their 
children and families. Across the countries, through schools, 
churches and other community organizations, American families 
support global health programs such as immunizations for chil- 
dren, HIV/AIDS prevention and treatment, and malaria control. 

Our health programs not only show America at her best, but also 
deliver results. Just 5 years ago, malaria killed nearly a million 
children annually in sub-Saharan Africa alone. The cost to the con- 
tinent was $30 billion a year in lost productivity. In less than 5 
years, malaria cases have been cut in half in over 40 countries. 
And by expanding vaccine coverage, we have reached more than 
250 million children, saving more than 5 million lives and shielding 
millions more from the long-term effects of illness. 

But despite these successes, urgent challenges remain. This year, 
more than 350,000 women will die in pregnancy or childbirth, and 
8 million children will die of preventable diseases before their fifth 
birthday. 

For fiscal year 2012, we have prioritized three areas that have 
maximum impact on the health of women and children: maternal 
and child health, malaria, and family planning. We are concen- 
trating our financial, technical, and human resources where we will 
achieve dramatic, meaningful results for the American people and 
the developing world. Nearly two-thirds of the fiscal year 2012 re- 
quest is focused in 24 developing countries where approximately 
three-quarters of maternal and child deaths occur. Let me explain 
why. Whereas in the U.S., we talk of it as being the happiest day 
in a woman or family’s life, the day a woman gives birth in many 
developing countries is the deadliest day of her life. 

With fiscal year 2012 funding, USAID will focus on highly cost- 
effective interventions that target complications and pregnancies, 
and ensure women have quality care at the time of delivery. 

In child health, we will expand the high-impact, cost-effective 
interventions that we know save lives. For example, through both 
our bilateral work and our partnership with the Global Alliance for 
Vaccines and Immunizations, or GAVI, we will strengthen the 
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reach of immunization programs and the access to new vaccines 
such as pneumococcal and rotavirus vaccines, which parents like 
me value so highly, allowing us to save the lives of 4 million chil- 
dren over the next 5 years and leveraging our funds with every $1 
contributed by the U.S. Government matched by nearly $7 from 
other donors. Indeed, this is good value for money. We can prevent 
the deaths of up to two-thirds of the 3.7 million newborns who will 
die this year within the first 4 weeks of their life. 

With funding in fiscal year 2012, USAID will introduce and scale 
up the simple, low-cost approaches that can prevent death from as- 
phyxia and infection, reaching the women and infants in rural com- 
munities who do not have access to the fixed health facilities. 

With fiscal year 2012 funding, the President’s Malaria Initiative 
will continue to strengthen the capacity of local partners to deliver 
highly effective malaria prevention and treatment measures, and 
we will expand malaria control into two critical countries, the 
Democratic Republic of Congo and Nigeria, which have a combined 
population of 200 million and where 50 percent of the Africa ma- 
laria burden lies. 

Family planning and its promotion of healthy timing and spacing 
of pregnancies prevents both maternal and newborn deaths, and by 
reducing the number of unintended pregnancies, it also reduces the 
number of women who may seek abortions. 

Between 2008 and 2012, USAID is graduating eight countries 
where our family planning assistance is no longer needed. This is 
the goal for all of our development assistance. 

As the lead U.S. development agency, we are integrating HIV/ 
AIDS with other health and development sectors, and building host 
country capacity in order to have a more sustainable response to 
the epidemic. 

In fiscal year 2012, USAID will concentrate its TB programs 
from 40 down to 28 priority countries who have the highest burden 
of TB and multi-drug resistant TB, and investing in the technology 
and new drug breakthroughs that we require. 

Nutrition is a priority objective of both the Global Health and the 
Feed the Future Initiative. We are leveraging our health and agri- 
cultural assistance to focus on that critical thousand-day window 
from when a woman is first pregnant to when the child is 18 
months old, when the child’s brain is forming and determining 
their ability to learn, grow, and become a contributing member to 
society. 

USAID will continue to strengthen the delivery of NTD, ne- 
glected tropical disease, medicines, particularly at the community 
level. The NTD program benefits from an extraordinary public-pri- 
vate partnership with pharmaceutical firms who have donated 
nearly $600 million in drugs last year alone, dramatically 
leveraging our investment of $65 million. 

The Global Health Initiative provides an umbrella for the U.S. 
Government’s efforts to increase the efficiency and the impact of 
our investments. Building on the successes of PEPFAR and TMI 
and the lessons from other health programs, we are focusing in- 
creasingly on the person, not the disease, making it easier for a 
woman to obtain all of the services she needs so that a woman that 
we save with ARVs does not die in childbirth 6 months later. 
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We are also using our resources more effectively. In Mali, we 
have integrated five separate annual health campaigns. This inte- 
gration not only resulted in increased coverage for each of the serv- 
ices, but it did so while cutting the total cost in half 

At USAID, we are reforming our systems to ensure that our as- 
sistance is evidence based and as efficient and effective as possible. 
Through our procurement reforms, we are expanding partners to 
deliver health services more sustainably and at lower cost. We are 
reinvigorating our capacity for evaluation, research and knowledge 
sharing, recognizing we need to not only communicate our suc- 
cesses but, perhaps more importantly, to learn and communicate 
from our failures. 

Across our portfolio, we are seeking new ways to harness the 
power of science, technology, and innovation to deliver health bet- 
ter and at lower cost. We are investing in the game changers that 
will dramatically improve health for the poorest. New vaccines, 
point-of-care diagnostics, and e-health that use mobile phone tech- 
nologies, all have the opportunity for dramatic improvements in 
quality of life for people around the world. We will focus on sci- 
entific, technical, and operational breakthroughs to bend the curve 
of global health progress for women and children, families and com- 
munities. 

Across all of our health programs, USAID is working to empower 
efficient local governments, thriving civil societies, and vibrant pri- 
vate sectors so that they may take full responsibility for providing 
basic health services to their citizens. 

Thank you. 

[The statement of Ms. Batson follows:] 
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Statement by Amie Batson 
Deputy Assistant Administrator for Global Health 
U.S. Agency for International Development 
Before the 

House Appropriations Subcommittee on State, Foreign Operations 
FY 2012Global Health and Child Survival (GHCS) Budget 
March 31, 2011 


Introduction 


Chairwoman Granger, Ranking Member Lowey, distinguished members, thank you for inviting me to 
testily on the FY 2012 Global Health and Child Survival (GHCS) budget request. On behalf of USAID 
and the people we serve, I want to thank members of Congress for your longstanding support of global 
health programs. 

Improving the health of people in the developing world drives economic growth to fi^t poverty, 
supports educational attainment, enables participation in democracy, and strengthens families, 
communities, and countries. Strong bipartisan support has contributed to unparalleled successes in U.S. 
global health programs that have reached and will continued to reach millions in need. Americans can be 
proud that their taxpayer resources are saving lives and improving the health of millions of women, 
children and their families in the developing world. 


Development - Vital to National Security 

The national security strategy declares that the United States "has a moral and strategic interest in 
promoting global health. When a child dies of a preventable disease, it offends our conscience; when a 
disease goes unchecked, it can endanger our own health; when children are sick, development is stalled.” 

In September, the first policy directive on U.S. global development was released, elevating 
development -- and with it global health - as a pillar of US foreign policy, along with diplomacy and 
defense. Development assistance for is a highly valued and visible investment that has the power to save 
lives and play a vital role in the U.S. development agenda. 

Foreign assistance, specifically global health, is critical to the national security of the U.S. and to our 
long-term economic growth. We have seen that poverty, disease, and lack of basic necessities can lead to 
despair, stagnant economic growth, and political instability abroad. Investing in the health of people in 
developing countries improves families’ livelihoods and their country’s well-being thus reducing the 
instability that fuels war and conflict. Fighting global disease directly protects our health in the United 
States because infectious diseases know no borders. 

Within our foreign assistance framework, improving the health of people in the developing world is 
one of the most powerful investments that the US government can make in improving people’s lives 
overseas. 

Progress against malaria is one of development’s most impressive stories. Just five years ago it was 
estimated that malaria killed nearly a million children annually in sub-Saharan Africa. And, the cost to the 
continent in economic terms was nearly $30 billion a year in lost productivity.Investing in malaria control 
is particularly powerful because malaria accounts for such a high proportion of outpatient visits and 
hospital admissions in children under the age of five - 30% to 40% in most African countries - and the 
impact of malaria prevention efforts can be rapidly seen. 
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Working together with national governments and other donors, the President’s Malaria Initiative, 
which is housed at USAID, has reached millions of people in sub-Saharan Africa with life-saving 
prevention and treatment measures through a variety of approaches that extend out to the community 
level. In less than five years, due to global efforts, malaria cases have been cut in half in over 40 
countries, and childhood malarial deaths have dropped by 200,000, Progress against malaria is generating 
an entire cascade of public-health benefits. By preventing children from contracting malaria, we are 
reducing co-morbidity from conditions such as pneumonia and malnutrition, making them healthier and 
more productive over the long run, and unburdening the health system to free-up resources to address 
other critical needs. 

The evidence is clear: development furthers our national and economic interests. Our assistance is not 
just from the American people. It’s also for the American people. Our assistance develops the markets of 
the future. Longtime aid recipients like India, Indonesia, Poland and South Korea have become strong 
trade partners and markets for American goods and American services. Our country’s fastest-growing 
markets, representing roughly half of U.S. exports, are developing countries. In 2009, we exported over 
half a trillion dollars to those countries and more than 90 percent of those export revenues went to small 
and medium-sized U.S. companies - precisely those firms that are the engines of Job growth in our 
country. 

US development assistance also expresses our American values. In communities across America, 
through schools, churches, and other organizations, we have seen American families rally to support 
various development and health issues such as child health, HTV/AIDS, malaria and education. 

The Global Health Initiative (GHI) provides a platfoim to increase the efficiency of our investments 
in global health. Rather than supporting separate lines of health delivery — focused on diseases — GHI 
focuses on improving service delivery in an integrated way — particularly for women. Doing so generates 
efficiencies, allowing far more comprehensive treatment during fewer patient interactions. 

U.S. Global Health Goals 

The paramount objective of GHI is to achieve major improvements in health outcomes. In 
partnerships with governments, donors, and other health organizations, the U.S. government will 
accelerate progress toward ambitious health goals to improve the lives of millions. 

• With funding in the FY 2012 request, USAID will maximize the impact of every dollar 
invested in global health, and will make substantial progress towards the following GHI 
goals and targets: 

• HIV/AIDS:Support the prevention of more than 12 million new HIV infections; provide direct 
support for more than 4 million people on treatment; and support care for more than 12 million 
people, including 5 million orphans and vulnerable children. 

• MalariaiHalve the burden of malaria for 450 million people, representing 70 percent of the at- 
risk population in Africa. Malaria efforts will expand into Nigeria and the Democratic Republic 
of Congo. 

• TubercuIosis:Contribute to the treatment of a minimum of 2.6 million new sputam smear 
positive TB cases and 57,200 multi-drug resistant cases of TB, and contribute to a 50 percent 
reduction in TB deaths and disease burden relative to the 1990 baseline. 

• Maternal Health;Reduce maternal mortality by 30 percent across assisted countries. 

• Child HealthrReduoe under-five mortality rates by 35 percent across assisted countries. 

• Nutrition:Reduce child undemutrition by 30 percent across assisted food insecure countries, in 
conjunction with the President’s Feed the Future Initiative. 
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• Family Planning and Reproductive HeaHhtPrevent 54 million unintended pregnancies. This 
will be accomplished by reaching a modem contraceptive prevalence rate of 35 percent across 
assisted countries and reducing from 24 to 20 percent the proportion of women aged 18-24 who 
have their first birth before age 1 8. 

• Neglected Tropical DiseasestReduce the prevalence of 7 NTDs by 50 percent among 70 percent 
of the affected population, contributing to: the elimination of onchocerciasis in Latin America; 
lymphatic filariasis globally; blinding trachoma; and leprosy. 

Core Operating Principles 

Local Ownership: One of USAID’s core beliefs is that country ownership and investment in building 
local capacity are cmcial to delivering sustainablehealth impact. Our health investments are designed to 
enable local governments, thriving civil societies and vibrant private sectors to take over responsibility for 
providing basic health services.In Malawi, following the successtul implementation of the PMI supported 
Indoor Residual Spraying (IRS)program in one district, the Malawian government launched their own 
IRS program in 5 additional districts. This program was locally managed with limited technical assistance 
from USAID, and funded with Malawian funds. 

Efficiency through Integration; Under GHI we are leamingthat by integrating selected programs we 
not only save money - but also lives. For example, in Kenya, USAID worked with PEPFAR to ensure 
HIV/AIDS treatment services and maternal and child health and family planning services were available 
at the same site. As a result, we have improved access to these services from two to all eight of the 
country's districts at almost no cost. In Mali, we have integrated five separate annual health campaigns 
into one streamlined program that increased provision of vitamin A supplements and neglected tropical 
disease treatments while cutting the cost of delivery in half Through aggressive, results-oriented reform, 
USAIDis improving coverage while saving money. And every dollar saved through efficiencies, can be 
used to reach more women and children who suffer. 

More Effective CollahorationWithin, Across and Beyond the USG: The whole-of-govemment 
approach adopted under GHI improves coordination across U.S. government agencies and collaboration 
with our partnering countries, other donors, and the intended recipients of our assistance. We are 
leveraging the expertise and comparative advantage of U.S. government partners including the 
President’s Emergency Plan for AIDS Relief (PEPFAR), the Department of Health and Human Services, 
the Centers for Disease Control and Prevention (CDC), the National Institutes of Health (NIH),and the 
Peace Corps.USAID is also reaching out to partners seeking their expertise throughannual portfolio 
reviewsto maximize the impact of our investments. Our tuberculosis, neglected tropical diseases and 
pandemic preparedness reviews included key representatives from CDC, the Office of the Global AIDS 
Coordinator, NH, and external stakeholders such as the World Health Organization (WHO), the private 
sector, NGOs, and foundations. Portfolio Reviews on family planning and reproductive health, maternal 
health, child health, and nutrition are forthcoming. . 

Creating Value through Partnerships: USAID will strengthen and leverage every U.S. dollar through 
our engagement with key multilateral organizations; and develop new public-private partnerships with the 
commercial sector and civil society to promote sustainability, leverage funding and create synergies and 
efficiencies to achieve health goals. Through our partnership with the Global Alliances for Vaccines and 
Immunizations (GAVI),delivery of vaccines and immunizations is rapidly expanding. GAVI with support 
from its global partners, supported countries to reach more than 250 million children with childhood 
vaccines, saving the lives of more than 5 million, and shielding millions morefrom the long-term effects 
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of illness on growth and development. Through this alliance, every $1 contributed by USG was matched 
by $6.95 from other countries. 

To ensure the best use of resources and extend the value of our investments, USAID, OGAC, and 
CDC teams, together with host-country counterparts and civil society partners, have developed GHI 
country strategies that build on national health plans for eight countries ~ Bangladesh, Nepal, Guatemala, 
Mali, Malawi, Kenya, Ethiopia and Rwanda, covering a combined population of nearly 400 million. 

These strategies are operational and will be guiding USG health assistance and program activities. 

On February 28, 2011, the Guidance for GHI Country Strategies was released along with the final 
GHI Strategy. The Guidance for GHI Country Strategies serves as a guide for interagency health teams 
as they develop, implement, monitor and report on GHI Country Strategies. Developed with extensive 
consultations across the USG and with development partners, the strategy provides a clear framework for 
GHI - including the vision, approach, operational plan, and targets and outcomes. 

The success of the global health effort depends on irmovation and effectively and sustainably 
implementing a robust and transparent monitoring and evaluation agenda to assess what is working and 
what is not. 

Through USAID Forward, USAID is reinvigorating its capacity for evaluation, research and 
knowledge sharing, reforming its procurement systems, and, strengthening talent management, USAID is 
making the tough decisions needed to look internally at our own culture to ensure that opemess to new 
approaches and partnerships is rewarded, that the Agency reinvigorates its excellence in evaluation, 
practices transparency and accountability, and is willing to not only communicate our successes but to 
learn from our failures. 

The GHI platform will enable the U.S. government to increase the efficiency, effectiveness, and 
sustainability of our investments in global health. But the real success of GHI will be measured in lives 
saved - today and in the future. Progress depends on our ability to develop, identify, adapt and deliver 
the game changers. We cannot be satisfied with marginal improvements for those who are already 
served. That is why under the GHI, we will make substantial investments in better ways to treat diarrhea 
and pneumonia in children to save lives and prioritize vaccines, like rotavirus or pneumococcus which are 
now available, to more effectively prevent disease so children don't have to be treated later. 

Major Achievements 

• ThePresident’s Malaria Initiative (PMI), led by USAID and implemented with the CDC, scaled 
up malaria prevention and treatment. Dramatic reductions in all-cause mortality in children under 
five ranged from 23 to 36 percent in seven countries -Ghana, Kenya, Madagascar, Rwanda, 
Senegal, Tanzania and Zambia. 

• USAID is a global leader in large-scale implementation of preventive chemotherapy (PCT) to 
target neglected tropical diseases, having demonstrated that achieving national-scale coverage 
with an integrated approach to NTD control is both feasible and cost-effective. In just four years 
the program has supported the delivery of over 385 million treatments to approximately 168 
million people and facilitated the delivery of over $2 billion worth of drugs made available to 
countries through the generous donations of several pharmaceutical companies committed to 
NTD control and elimination. 

• In the past two years, USAID funded community-based family planning programs in 2 1 countries 
served almost 12 million direct beneficiaries; and leveraged over $117 million in additional 
resources for service delivery from the private sector and over $20 million for survey support 
from partner country governments and other donors. 
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• In TB, USAID and its partners provide comprehensive technical support to expand the STOP TB 
strategy, ensuring the disease is diagnosed and treated properly by providers in both public and 
private sectors; managing multi-drug resistant TB treatment; expanding integrated TB/HIV 
programs, strengthening community support for TB care, and supporting surveillance of TB drug 
resistance. The US Government also provides financial support to the Global TB Drug Facility, 
which provided drugs to treat 450,000 TB patients in 2009. Eleven of USAID’s 20 TB priority 
countries met or surpassed the treatment success rate target of 85% and four countries met or 
surpassed the case detection rate target of 70%. 

• USAID’s efforts to limit the threat of avian influenza (AI) have contributed to dramatic 
downturns in reported poultry outbreaks and human infections. At the peak of its spread in 2006, 
AI was reported in 53 countries across three continents. Today, the H5N1 virus is endemic in 
only five countries (Indonesia, Vietnam, China, Bangladesh and Egypt), with periodic “spill 
over” outbreaks in 5 neighboring countries (Laos, Cambodia, Burma, India, and Nepal). 

• Under its Emerging Pandemic Threats program USAID launched programs in the greater Congo 
region of central and east Africa and in South East Asia - two “hot spots” for new disease 
emergence. Most notably it has successfully partnered with coalitions of 14 schools of public 
health and veterinary medicine in central and east Africa to strengthen capacities critical to 
controlling these emergent threats. USAID is currently expanding these partnerships to Southeast 
Asia and South Asia. 

• One key to a healthy delivery is ensuring skilled attendance at birth. USAID trained and equipped 
skilled midwives are preventing complications, such as postpartum hemorrhage, and improving 
the management of obstetric emergencies. In addition, our programs prepare community health 
workers who educate mothers on preparing for birth and proper newborn care. As a result, 
USAID’s long-term consistent investments in maternal and neonatal health and voluntary family 
planning have contributed to substantial reductions of 20-50% in maternal mortality in more than 
1 2 high burden countries. 

• Vaccines are the best public health investment we can make. USAID is a major paitner of the 
Global Alliance for Vaccines and Immunization (GAVI) that has reached more than 257 million 
children with immunizations, saving the lives of more than 5 million, and shielding millions more 
from the long-term effects of illness on growth and development. 

• Through 2010, the USAID fistula repair program has provided more than 1 8,800 surgical repairs 
for women since the start of the program in 2005. USAID focuses on preventing fistula; 
identifying, referring, and treating women who have fistula; and reintegrating women who have 
undergone fistula repair back into their communities. 

• In nutrition, USAID supported country programs that reached 29 million infants and children 
with vitamin A suppIementation.Through our partnership with GAIN and the private sector, 
USAID increased access to fortified, higher quality foods in 15 countries with over 20 
companies; and USAID has supported the elimination of iodine deficiency disorders, primarily 
through the iodine fortification of salt that helped protect 21 million infants and young children in 
9 countries from lifelong mental impairment. 
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FY 2012 Request Global Health and Child Survival Programs 

Funding for the Global Health and Child Survival (GHCS) account has increased since the inception 
of the account, thanks to congressional support that recognizes the on-the-ground successes of USAID’s 
health programs. The FY 2012 request of $3,074 billion for USAID is an increase from the FY 2010 
enacted level of $2.5 billion.Funds will expand basic health services and strengthen national health 
systems which are key investments that significantly improve people’s health, especially that of women, 
children, and other vulnerable populations. USAID has prioritized 24 countries where the majority of 
maternal deaths, under-S deaths, and unintended pregnancies occur. USAID will continue to focus on 
scaling-up proven interventions that respond effectively and efficiently to the largest public health 
challenges and developing key life-saving technologies for the future. 

The FY 20 1 2 request of $3 .074 billion includes, $846 million for Maternal and Child Health, $ 1 50 
million for Nutrition, $691 million for Malaria, $626 million for Family Planning and Reproductive 
Health, $350 million for HIV/AIDS, $236 million for Tuberculosis, $100 million for Neglected Tropical 
Diseases, $60 million for Pandemic Influenza within Other Public Health Threats, and $15 million for 
Vulnerable Children. With this funding USAID will also support activities crucial to achieving our targets 
in a sustainable way such as health systems strengthening, integration, building partnerships, research, 
and irmovation. 

Maternal and Child Health: $846 million.For most American women, access to hospitals or trained 
health professionals during a birth is a given. But for women in developing countries, where access to 
hospitals and medical care is limited or non-existent, giving birth can be a potentially life-threatening 
process for mother and baby. While the proportion of births attended by a skilled attendant has increased 
globally, fewer than half the births in Africa and Southeast Asia have a skilled attendant present. 

Maternal HealthiUSAID welcomed the publication of new international estimates which reported a 
34 percent decline in the number of maternal deaths from the levels of 1990. With these gains in mind, 
USAID is focusing on key interventions toimprove maternal care during pregnancy, childbirth, and the 
post-partum period, including new approaches to the control of post-partum hemorrhage (the leading 
cause of maternal mortality in the developing world). Key programs to reduce morbidity will include 
fistula prevention and rehabilitation. 

With FY 2012 funding USAID will accelerate action on a set of highly-effective interventions 
targeting specific high-mortality complications of pregnancy and birth - hemorrhage, hypertension, 
infections, anemia, and prolonged labor. Together, these complications account for two-thirds of 
maternal mortality. Hemorrhage alone accounts for almost one-third, and USAID has been in the 
forefront of promoting “active management of the third stage of labor” (AMSTL), a highly-effective 
technique for preventing postpartum hemorrhage. To ensure women have access to quality care and 
information, USAID will train and equip skilled midwives to manage obstetric emergencies, and 
programs prepare community health workers who then educate mothers on preparing for birth and proper 
infant care. 

Child Survival: In child survival, USAID supported programs will work to identify and expand the 
use of high-impact interventions, such as essential new-born-care; immunization; prevention and 
treatment of diarrhea, pneumonia, and newborn infections; improved nutrition; point-of-use water 
treatment and other interventions to improve water supply, sanitation, and hygiene. Despite the success of 
immunization programs, vaccine-preventable diseases are still estimated to cause more than 2 million 
deaths every year. Together with the GAVI partners, we can prevent more of them, USAID is increasing 
our focus on pneumococcal and rotavirus vaccines, and providing the technical support that countries 
need to introduce these vaccines effectively. Our support to Rwanda, the first African countiy to 
introduce pneumococcal vaccine, allowed them to strengthen and expand the cold chain, re-train health 
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workers, and revise the child health immunization records, all of which were required to deliver potent 
vaccine effectively to children. 

Pneumonia, diarrhea, and malaria are the major killers of children, especially those without access to 
health facilities. To save these children, USAID has collaborated widi UNICEF, WHO, Save the 
Children and other partners to introduce and scale-up “Integrated Community Case Management” 

(ICCM) of child illness in Africa and in southern and western Asia by training and equipping community 
health workers to detect and treat these life-threatening diseases. By the end of 2010, ICCM had been 
introduced in 15 sub-Saharan African countries, building on the PMl platform in many of those countries. 

With fimds provided in this budget we will continue successful efforts to achieve a 90 percent 
reduction in measles deaths among children -and continue to measurably impact reductions in death and 
disease from the introduction of vaccines against pneumonia and rotavirus and polio eradication. 

Newborn Survival: Of the estimated 8.8 million children under 5 that die each year - 3.7 million are 
newborn infants who die within the first four weeks after birth. Up to two-thirds of these deaths can be 
prevented through existing effective interventions delivered during pregnancy, childbirth and in the first 
hours, days and week after birth. With funding in FY2012, USAID will introduce and scale up delivery of 
simple, low-cost approaches with the greatest potential to prevent death and treat severe illness in low- 
resource settings with limited access to quality facility-based care. For example, each year, 10 million 
babies suffer from birth asphyxia; 1 0 percent of these newborns do not survive. USAID will scale up 
newborn resuscitation training materials and devices used to develop the American Academy of 
Pediatrics’ Helping Babies Breathe (HBB) training curriculum. 

Malaria; $691 million. The President’s Malaria Initiative (PMI) will continue to support host countries’ 
national malaria control programs and strengthen local capacity to expand use of four highly effective 
malaria prevention and treatment measures. These measures include indoor residual spraying (IRS) of 
homes with insecticides, use of long-lasting insecticide-treated bed nets (ITNs), treatment with 
artemisinin-based combination therapies (ACTs), and implementation of interventions to address malaria 
in pregnancy (intermittent preventive treatmentor IPTp). 

With FY 2012 funding,the President’s Malaria Initiative (PMI), led by USAID and implemented 
jointly with the CDC,will expand malaria control in both the Democratic Republic of Congo and Nigeria 
beyond the present limited presence. These countries represent more than 50 percent of the remaining at 
risk population in Africa. The program will focus on reaching 85 percent of pregnant women and of 
children under-five in the target countriesthis focus will led to further reductions in all-cause mortality in 
children under-five. 

As PMI progresses, new strategic challenges are emerging. With reductions in malaria transmission 
and burden in many focus countries, PMI will need to work with National Malaria Control Programs and 
other partners to improve laboratoiy diagnosis of malaria, surveillance, and the capacity to respond to 
malaria epidemics. Additionally, with the increasing reports of artemisinin drug resistance in Southeast 
Asia, PMI will expand its program in the Mekong region to contain and mitigate the impact of this 
resistance. 

Family Planning and Reproductive Health:$626 million. An estimated 215 million women in the 
developing world either want to space their next birth or have no more children, and yet are not using 
family planning. Family planning is a key heath intervention, contributing to improved maternal and 
child health outcomes through healthy timing and spacing of pregnancy and by preventing unintended 
pregnancies and associated health risks. Greater access to family planning also reduces abortion. In 
addition to its health impacts, family planning improves women’s economic opportunities, family well- 
being and country stability, USAID has sharpened its focus in 24 countries where the majority of 
maternal deaths, under-5 deaths, and unintended pregnancies occur, designing and supporting programs 
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that match local needs. Additionally, USAID is graduating countries with mature programs. Between 
2008 and 2012 eight countries will have graduated from family planning assistance. 

Activities will support the key elements of successful FP programs, including commodity supply and 
logistics; provider and supervisory training; behavior change communication; policy analysis and 
planning; biomedical, social science, and program research; knowledge management; and monitoring and 
evaluation. Priority areas include contraceptive security, community-based approaches for family 
planning and other health services, expanding access to different methods, integration of FP into MCH 
and HIV programs, promoting healthy birth spacing; and cross-cutting issues including gender and equity. 

HIV/AIDS: $350million. $350 million to fight the global HfV/AIDS epidemic by supporting USAID 
field programs, providingcritical technical leadership, and conducting essential operational research. 
Funding will contribute toPEPFAR to focus on HIV/AIDS treatment, prevention, and care interventions 
worldwide - includingsupport for orphans and vulnerable children affected by the epidemic, as well as 
continuation of thesuccessful miorobicide program including further development of 1% tenofovir gel, a 
candidate with verypromising results last year. USAID collaborates closely with the Office of the U.S. 
Global AEDSCoordinator and other U.S. Government agencies to ensure that activities funded under this 
accountcomplement and enhance efforts funded through the Department of State. 

Tuberculosis (TB): $236 million. USAID will focus on assisting national TB control programs to 
implement their five year national strategic plans through the delivery of high-quality services to diagnose 
and treat TB, preventing the development of drug resistant disease. Tremendous progress has been made 
in TB globally including a 35% decline in mortality since 1990, 14% decrease in the prevalence of TB 
between 1990 to 2009 and the emergence of new diagnostic technologies which will allow us to better 
detect TB and resistance to one drag. Despite this progress, TB continues to be a major public health 
threat that often strikes people living in urban poor settings and other inunune-compromised groups 
including people living with HIV. Large numbers of TB cases go undetected and/or not properly treated, 
fueling new cases and deaths. The fnghtening existence of drug-resistant strains of TB on all continents 
— some of which cannot be treated — make the case for combating the disease more urgent than ever. 

In FY 2012, USAID will re-focus our TB efforts on key countries and continue scaling up promising 
new interventions to achieve universal access to TB diagnosis and treatment. USAID is refocusing its TB 
program from 40 countries to 28priority countries with the highest burdens of TB and MDR TB. This 
will consolidate investments and reinforce the introduction and scale-up of new innovations and 
technologies. The programs will detect TB cases earlier, preventing further infections, by active case 
finding through more targeted interventions and scaled-up corrununity and private sector involvement. 
Furthermore, the USAID TB program will improve the quality of the services provided through the 
public, private and community sectors. Quality improvement methods will be enhanced including the 
strengthening the supervisory, monitoring and surveillance systems as well as a patient centered 
approach. The new technologies including the new TB diagnostic Xpert will be introduced, evaluated 
and scaled-up. We will continue to work to diagnose and treat drug resistant disease, invest in the rapid 
and appropriate uptake of new technologies and in research and development of other new tools. 

Nutrition: $150 miilion.USAID programs will achieve reductions in child and maternal 
undemutritionthrough the delivery of high impact interventions focused on the first 1,000 days that are 
delivered at the community andfacility level. The package and delivery mechanisms will be tailored to 
each country and will be grounded in country-led plans. USAID will continue to partner with country 
governments, civil society partners, other donors, and the private sector to support countries as they scale 
up nutrition, building upon the Scaling-Up Nutrition (SUN) movement (a global multi-stakeholder effort 
to intensify and coordinate action for improving nutrition). 
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Nutrition is a high-level objective of both the Global Health and the Global Hunger and Food 
Security initiative called Feed the Future, with a common goal of reducing child undemutrition by 30 
percent across targeted food-insecure countries. Nutrition programs are jointly designed and 
implemented by both FTF and GHI. With FY 2012 funding, we will focus on 16 countries with needs 
and opportunities based on their priorities: Bangladesh, Nepal, Uganda, Rwanda, Tanzania, Kenya, 
Malawi, Ghana, Senegal, Mali, Mozambique, Ethiopia, Liberia, Zambia, Guatemala and Haiti. In 
alignment with both global initiatives, USAID is supporting countries to improve their nutrition capacities 
at all levels, incorporate nutrition into food security and health investment plans and policies, monitoring 
and evaluation systems, translate nutrition research into use, and to develop and strengthen partnerships 
with UN, private sector and civil society partners. 

Neglected Tropical Diseases (NTDs): $100 million.USAID will continue to work with country partners 
to strengthen delivery platforms, particularly at the communitylevel, and integrate NTD activities with 
other priority health interventions to deliver treatments for sevenof the highly prevalent NTDs through 
targeted mass drug administration and training of community-basedand professional health care workers. 
The vast majority of these drugs are centrally negotiated by USAIDwith the private sector, which donates 
hundreds of millions of dollars* worth of medication each year toreduce the burden of seven debilitating 
NTDs, including onchocerciasis (river blindness), lrachoma,lymphaticfilariasis, schistosomiasis, and three 
soil-transmitted helminthes. Building on this strong baseof scaled-up integrated programs, this request 
also includes funding to initiate programs to targetelimination of one or more of the diseases. 


Pandemic Influenza: $60 million. USAID is intensely focused on efforts to contain and control H5N1 
and other emerging diseases of animal origin that pose significant public health threats such as 
HlNl.USAID’s Emerging Pandemic Threats (EPTj team will, with FY 2012 funding, continue to build a 
global surveillance system to detect and prevent spillover of pathogens of pandemic potential that can 
move between wildlife, domestic animals and people in four geographic areas or “hot spots” where new 
diseases are most likely to emerge - the Congo Basin of central and east Africa, Southeast Asia, the 
region along the Ganges Plain in South Asia and western Amazon Region of South America. 

One major component is improving wildlife surveillance and the early detection of dangerous 
pathogens. A host of wild animals, from primates to bats, rodents, and birds, have transmitted viruses to 
humans, and yet wildlife has been largely understudied when compared with domesticated animals like 
pigs, chickens and cattle.Another key component of the EPT program is working within these hotspots to 
strengthen local capacity to effectively combat zoonotic disease emergence and spread. Called 
RESPOND, we leverage existing, successful partnerships to bring human, animal and environmental 
health disciplines together to improve the speed at which zoonotic disease threats are detected and 
response and prevention measures are employed, thus reducing impact on public health. For example, 
RESPOND supports the One Health Central and liast Africa (OHCEA) network, composed of 14 schools 
of public health and veterinary medicine from six African countries. 

Vulnerable Children: $15 million. Vulnerable Children programs include the Displaced Children and 
Orphans Fund (DCOF) and other program activities. With the requested funding, DCOF will support 
projects that strengthen the economic capacity of vulnerable families to protect and provide for the needs 
of their children, strengthen national child protection systems, and facilitate family reunification and 
social reintegration of children separated during armed conflict, including child soldiers, street children 
and institutionalized children. The Agency’s Child Blindness Program will provide eye health education, 
comprehensive vision screening, refractive error correction, sight-restoring surgery, and education for 
blind children. 


Collaboration with Global Partners 
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U.S. partnerships with multilaterals and other donors are designed to leverage investment, set the 
leadership agenda and align with our priorities in health. The specific international partnerships supported 
through USAB3 include microbicides, neglected tropical diseases (NTDs), the International AIDS 
Vaccine Initiative (lAVI), the Tuberculosis Global Drug Facility, and the Global Alliance for Vaccines 
and Immunizations (GAVI), 

USAID continues to provide technical assistance to the Global Fund to Fight AIDS, Tuberculosis, 
and Malaria. The TA helps maximize the impact of the U.S. Government investment to the Global Fund. 
U.S. bilateral programs and Global Fund-financed programs are complementary. Neither can fully 
succeed without the other. Together, these programs help more people than either alone. 

All 1 7 PMI countries have received significant malaria financing from the Global Fund. Coordinating 
PMI investments with local initiatives financed by Global Fund grants is critical to the success of both 
initiatives. In addition to its annual contributions to the Global Fund, the U.S. Government also has a 
permanent seat on the Global Fund Board and the U.S. Global Malaria Coordinator is a member of the 
U.S. delegation to Global Fund Board meetings. The Deputy Coordinator represents the USG in the 
Board’s Policy and Implementation Committee. Through this participation, PMI helps shape policy issues 
at the highest level of the Global Fund's governance mechanisms. Since the Global Fund has no in- 
countiy technical staff, PMI Resident Advisors play an important role in coordinating and planning 
malaria activities at the country level, and sharing information with Global Fund Secretariat staff on grant 
implementation issues. USAID staff are also members of the Technical Review Panels for Global Fund 
proposals and sit on Global Fund Countiy Coordinating Mechanisms. 

The U.S. is committed to ensuring Global Fund resources are used to save lives as effectively and 
efficiently as possible. The success of the Global Fund is essential to global efforts to fight disease. The 
US cannot turn the tide against HIV/AIDS, tuberculosis and malaria on our own. USAID is committed to 
working with and through international partnerships such as the Global Fund to save lives and build 
durable, counhy-owned responses to global diseases. Working together through the Global Fund and 
global health programs supported by the US and other countries, the global community will continue to 
improve the health of people around the world. 

Science. Technology and Innovation 

USAID is committed todelivering game changing innovations that will dramatically improve health 
for the poorest. 

New vaccines and vaccine delivery devices, oral rehydration therapy, and insecticide-treated bed nets 
have all led to dramatic improvements in quality of life for people around the world. And in addition to 
the human benefits, it’s important to note that these innovations have increased the impact of our 
investments by delivering greater results for each dollar spent. Building on this approach, we will focus 
on scientific, technical, and operational breakthroughs to bend the curve of global health progress in 
maternal and neonatal health. 

For example, in July, we witnessed the transforming power of science, technology, and innovation, as 
well as the imperative of partnership - between nations, disciplines, organizations, sectors, and people. 
USAID’s bold investment, a South African research team, with the help of 889 female volunteers in 
Durban, South Afiica, showed for the first time that an antiretroviral raicrobicide gel can reduce the risk 
of HIV infection in women by half. The results of the CAPRIS A trial may be a watershed moment in 
empowering women in the fight against HTV/AIDS. The Tenofovir gel has great potential for reducing 
HIV by allowing women to take control of their own risk of HIV infection. In fact, statistical modeling 
conducted by CAPRISA 004 researchers estimates that this raicrobicide can prevent up to 1 .3 million new 
HIV infections over the next 20 years in South Africa alone. USAID will, with FY 2102 funds, work with 
partners to accelerate the development and introduction of microbicides. 
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Saving Lives at Birth: A Grand Challenge for Development 

In March, USAID launched a new partnership that aims to spark revolutionary advances to 
dramatically reduce maternal and newborn deaths around the world. Saving Lives at Birth: A Grand 
Challenge for Development is a partnership between USAID, the Government of Norway, The Bill and 
Melinda Gates Foundation, Grand Challenges Canada, and the World Bank. By harnessing the spirit of 
ingenuity, we can adapt and advance lifesaving technology, better service delivery models, and 
innovations that empower women and their families to be aware of and access health care at the time of 
birth and adopt healthy behaviors.Over five years, the partners aim to invest in groundbreaking and 
sustainable projects with the potential to have a transformative effect on the lives of pregnant women and 
newborns in the hardest-to-reach comers of the world.Grand Challenges taps in to America’s unique 
strengths in science, technology, and innovation to accelerate progress toward practical solutions around 
the world. This leverages one of the core strengths of the United States and of USAID. 

Conclusion 

The U.S. through USAID is a leader in global health and our assistance has been critical in creating 
and delivering products and services that save lives throughout the developing world. Health is at the 
heart of human progress and the well-being of people around the world is not just an important end in 
itself but is strongly linked to the security and prosperity of families and societies around the world. 

While we have made many strides with our investments in global health many challenges remain. Large- 
scale and innovative breakthroughs are needed, health posts need to be appropriately staffed and stocked 
to deliver a broad range of health services. In countries with high mortality rates and weak health systems, 
high impact community-based approaches such as treatment of child pneumonia, diarrhea, and newborn 
sepsis and drags to prevent post-partum hemorrhage must be delivered to the people who need them most. 

As Dr. Shah said, our battleground to improve health is outside the formal system and in the 
community. We must concentrate on extending the reach of health interventions. Our largest 
opportunities to improve human health do not lie in optimizing services for the 20 percent of people in the 
developing world currently reached by health systems. They lie in extending our reach to the 80 percent 
who lack access to health facilities. In the poorest countries of the world, we find that the highest levels 
of unmet need are among the poor segments of the population, among the rural, among the less educated, 
so the key is to get the services closer to the women and families in the communities. 
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QDDR 

Ms. Granger. Thank you very much. I will he calling on mem- 
bers based on seniority of the members who were present when the 
hearing was called, and I will alternate between majority and mi- 
nority, keeping to the 5-minute rule. 

I will begin my questions with Ms. Batson. I have several ques- 
tions about the Global Health Initiative. 

The QDDR states that USAID will assume leadership of the 
Global Health Initiative if certain benchmarks are met. Can you 
give us details about what must be achieved before USAID as- 
sumes the lead of the Global Health Initiative? Who in the admin- 
istration will decide if USAID has met these goals, and who will 
lead the GHI in the interim? 

Ms. Batson. Thank you. Chairwoman Granger. 

The GHI is providing an opportunity for a transition. As you 
noted, there are a number of USG agencies that are very important 
to our global health efforts and bring a great deal of expertise to 
the table. Through this time period for transition, it is allowing 
USAID to position itself as the development platform with inclusive 
leadership which will ensure that we can have better coordination 
and better leverage the comparative strengths of what each USG 
agency brings; for example, CDC with its strong public health ca- 
pacity in epidemiology surveillance and labs, or the NIH with its 
supreme research and development capacity. 

BENCHMARKS 

The benchmarks are metrics or measures toward that end of that 
development platform and that inclusive leadership. It includes 
things like ensuring more transparent and rigorous review of our 
various programs. We have already begun this program with these 
portfolio reviews where we are inviting not only experts across the 
USG, but experts from academia and various development partners 
to review our plans for the coming years, some of the key questions 
and tradeoffs that we are working to resolve, and get the perspec- 
tives of all of the experts so that we are ensuring we are using 
these funds to best impact. 

Similarly, where the benchmarks call for more transparent and 
rigorous country planning, we have already initiated an effort in 28 
high-priority countries to be both integrating our MCH family plan- 
ning and nutrition programs, but also preparing those plans with 
input from experts, again across the U.S. Government, as well as 
from other partners. Those plans are then submitted to Wash- 
ington where we have another expert review to ensure that these 
programs are the cutting edge, most efficient, and effective use of 
U.S. Resources to have an impact in the countries. 

The benchmarks include issues like ensuring proper evaluation 
that we are learning, and we have the transparency on that learn- 
ing. And we are implementing the evaluation policy that USAID 
has recently designed, and already have two evidence summits 
planned for this summer where we will be bringing together ex- 
perts around a specific topic to get the best thinking, the pros, the 
cons, what does the world know about a given topic so that we can 
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ensure that the policies and strategies we take forward are based 
on that full thinking around all of the evidence on the table. 

So this is a sample of some of these benchmarks, and we are very 
confident that we will be able to achieve them and toward that end 
have a stronger development platform for health. 

As you may have seen in the Quadrennial Development and Di- 
plomacy Review, the Secretary has brought in an Executive Direc- 
tor into the Department of State, Ms. Lois Quam, who we are very 
delighted to have. Her role is both in terms of managing the day- 
to-day coordination and work in GHI so that each of us are able 
to do our work more efficiently and effectively and build those 
bonds between our agencies. She will be providing input to the Sec- 
retary and to the Operations Committee which is led by the leaders 
of the three agencies, USAID, GDC and Ambassador Goosby. And 
based on that, the Secretary will make a decision. 

In the interim, as I noted, Lois Quam will be providing this day 
to day and helping to manage that transition process. 

STRATEGIC RESERVE FUND 

Ms. Granger. The President’s request includes $200 million, the 
global health request for a Strategic Reserve Fund, but the specific 
investments aren’t defined. Who will decide that, and how do you 
justify to the committee the need for this reserve fund? 

Ms. Batson. GHI is dedicated to increasing the transparency 
and the degree of monitoring and evaluation, as well as the innova- 
tion of how do we do work better. What works, what doesn’t, and 
how can we move forward in more efficient and effective ways. 

Unfortunately, what often happens in country programs is that 
the teams are so busy doing that they don’t invest as much time 
as is necessary in doing that kind of evaluation and ensuring that 
we are capturing all the lessons that we need. What we are very 
excited with in GHI is we are given that greater prominence, and 
the Strategic Reserve Fund is dedicated to helping ensure that we 
are getting those innovations, we are getting the learning, and we 
are sharing that learning across all programs and across the U.S. 
Government; in fact, across the world. 

The country teams have been working with Washington to look 
within their own country plans: What are the really critical learn- 
ing issues that are very prominent in that country or have big im- 
plications for other countries. So for example, in Ethiopia you have 
a country which has led the way with community-based delivery, 
where they are able to reach their population which is largely 80 
percent rural with services where the fixed health facilities are not 
currently able to go. Learning from that program 

Ms. Granger. I think I am understanding it far less by your an- 
swer. I am going to stop you because we caught the red light but 
I will come back to you. Now I really don’t understand it. 

Mrs. Lowey. 


FAMILY PLANNING 

Mrs. Lowey. Ms. Batson, the CR passed by the House caps fam- 
ily planning and reproductive health funding at $440 million, 
which is a cut $185.5 million from the 2012 request. What effect 
would a similar reduction in funding in 2012 mean to basic and 
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often life-saving health care for millions of women? And what 
would a commensurate cut do to maternal and infant mortality? 

Ms. Batson. The proposed cuts would have a very dramatic im- 
pact on the lives of women, children and newborns around the 
world. It would deny, for example, family planning services to 8 
million women, resulting in 4,000 additional maternal deaths, 

28.000 additional newborn deaths, and 2.5 million unintended 
pregnancies, creating the risk of over a million abortions. 

These cuts would also have dramatic impacts on our ability to 
provide life-saving child health services, resulting in an additional 

40.000 children under the age of 5 dying, including 16,000 
newborns. 

One last example is in the domain of malaria. It would have the 
impact of reducing the access of treatments to 3 million children. 

MEXICO CITY POLICY 

Mrs. Lowey. The CR also contains language codifying the Mexico 
City Policy, also known as the global gag rule, which would force 
eligible health providers to choose between receiving U.S. funds or 
providing comprehensive, truthful health care to their patients and 
interfering with the doctor-patient relationship. As you know, 
international family planning programs reduce abortions by pre- 
venting unintended pregnancies. 

What effect does the global gag rule have on the President’s inte- 
grated global health strategy, and what would be the effect on 
high-need countries in Africa and South Asia? 

Ms. Batson. The reimposition of the Mexico City rule would pre- 
vent USAID from working with some of the most experienced and 
qualified family planning providers and organizations who are 
working at grassroots to meet the growing demand for voluntary, 
safe family planning. 

Our support is now ensuring the greatest impact and promotes 
the sustainability of the program. So it is the poorest and the most 
remote populations that would be affected the most. 

Mrs. Lowey. I know we may not all agree on the issues sur- 
rounding reproductive health, but I believe that people who dis- 
agree on this issue can and should do more to prevent unintended 
pregnancies. Women in developing countries should be able to plan 
the number and spacing of their children, a goal that leads to 
healthier mothers and children. 

I just want to make one observation because I remember a visit 
to Cambodia not that long ago where it is legal, and you would 
meet women, one after another with nine children because they 
just don’t have access to family planning even though it is legal. 
You see these thin mothers with just gaunt children who don’t 
have access. So if you could share with us what effect does the 
global gag rule have on preventing unintended pregnancies and re- 
duce the need for abortions by ensuring that women in the devel- 
oping world have better access to birth control? 

Ms. Batson. Family planning services, the access to contracep- 
tive supplies allows women and families to make choices around 
the healthy timing and spacing of their pregnancies. We have a 
great deal of data that shows by having this healthy timing and 
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spacing, that both the mother’s health and the newborn’s health 
are greatly improved. 

As you noted, when a woman has had seven children, is mal- 
nourished, anemic and is finding herself pregnant yet again, she is 
at very high risk in her delivery, as is her newborn at very high 
risk. 

We have data that shows we have made great strides in women 
being able to space for 3 years or longer, for example, as well as 
having great advances in having later pregnancies so that young 
women, over the age of 18, more women over the age of 18, are 
having their first pregnancies as opposed to the very young girls 
that have been having pregnancies. 

Mrs. Lowey. Thank you. Thank you. Madam Chair. 

Ms. Granger. Mr. Lewis. 

Opening Remarks by Mr. Lewis 

Mr. Lewis. Thank you. Madam Chairwoman. 

I don’t know when I have attended a hearing before where I was 
more discouraged by what I heard relative to what we can really 
do about these challenges. It was in 1995 when we almost discov- 
ered a thing called AIDS in one of our subcommittees here in Con- 
gress. At the time, we asked for some money for research con- 
cerning this subject. We wandered around on both sides of the 
aisle, and people said you want to do what because people did not 
know what the thing called AIDS was. 

Julie Gerberding, who ran the CDC, came to my office not so 
long ago to specifically interact about the fact a fellow by the name 
of Bono, a new name to me. Madam Chair, was going to be meeting 
with the President in the next couple of days. He was there. His 
purpose was to talk about HIV/AIDS and its impact especially in 
Africa. She was urging me to have him talk further with the Presi- 
dent beyond HIV/AIDS to talk about malaria and the reality that 
DDT was an insecticide that had a staying life on the walls of huts 
and the need for netting to save millions of lives. 

I started by saying I was very discouraged by what I have heard 
so far, that the data you both provided regarding the numbers of 
children who die, the lack of sensible application of the dollars that 
we provide, certainly doesn’t suggest that we are making a very big 
impact in this arena. Indeed, you can’t throw money at problems 
and expect to find solutions. 

If we in turn have countries like China, that is the largest recipi- 
ent of funds from our planning process, not energized to actively 
move forward with programs at the village level that make certain 
those moneys are spent well, then I think we are kidding ourselves. 

So help me really understand where progress. Ambassador 
Goosby, is really being made in terms of improving lives and en- 
courage us that our purpose here is really producing some result. 

pepfar 

Ambassador Goosby. Thank you. Congressman. Those are fair 
and legitimate questions. 

I think that the attempt to move into effective programmatic im- 
pacts with countries has been really what PEPFAR has tried to be 
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all about. An emergency response that engaged with an epidemic 
that impacts 33 million people on the planet, it continues to have 
2.6 million people newly identified with HIV annually. It is the 
leading cause of death for women who are in their child-bearing 
years, and we have the continued production of hundreds of thou- 
sands of orphans because of this disease. 

PEPFAR has engaged with 30 countries in a large way and 80 
countries in smaller ways to work in a partnership with them to 
develop responses for care, prevention and treatment that initially 
started as an emergency response but then quickly moved to a 
strategy that tried to develop capacity in country to manage and 
oversee, monitor and evaluate these programs. 

We are at that pivotal point in the evolution of our relationship 
with partner countries in working with them through our partner- 
ship framework process to develop strong, highly impactful and 
sustainable programs. 

Our prevention of mother-to-child transmission, we have to do 
millions of tests to find HIV-positive women who are pregnant and 
then initiate anti-retroviral therapy, put a medical delivery system 
together that can deliver anti-retrovirals with the appropriate lab- 
oratory monitoring, to continue that through their pregnancy and 
delivery through the breast feeding period to allow the trans- 
mission that can range from 20 to 40 percent of the deliveries, the 
child being born HIV positive down to less than 2 percent if we 
give them anti-retrovirals, virtually giving us an opportunity to 
eliminate pediatric HIV. 

We have engaged this in every country we are working in and 
are optimistic that we will be able over the next few years to have 
an extraordinary impact on the number of children being born who 
are HIV positive and, in keeping their mothers alive, allow them 
to continue to care and nurture their children, the children that 
have already been born in the family, keeping that family unit to- 
gether, all three, mother, child and the other children in the fam- 
ily, allowing that family to remain stable, the community in which 
they reside to remain stable, and increase the likelihood of a secu- 
rity issue not really presenting itself. 

In terms of adults, 3.2 million people who would have died other- 
wise have benefited from our programs and initiative anti- 
retroviral therapy and now remain alive, well, continue to work, 
can continue to care for their families, and continue to offer that 
kind of stability to the societies in which they work. 

I can think of very few programs in the history of the human re- 
sponse that have had a larger impact than the PEPFAR program 
has on the spread and containment of HIV. 

Ms. Granger. Mr. Dent. 

Opening Remarks by Mr. Dent 

Mr. Dent. Thank you. Madam Chair. 

Ambassador Goosby, a few things, and sort of following up on 
Mr. Lewis’ questions, your $4 billion multi-year commitment puts 
this subcommittee in a difficult position by making this large of a 
commitment to the Global Fund but not for the bilateral health 
programs or other health organizations for that matter. The Global 



649 


Fund is highlighted at the expense of other programs during these 
very tight budget allocations. 

How do you expect this subcommittee to balance all of these com- 
peting priorities just in the global health arena? 

Ambassador Goosey. I think, Mr. Dent, that is a question that 
we struggle with as well. Our dependency on the Global Fund is 
a real one. It was conceived of as a bilateral attempt through the 
activity of PEPFAR, matched with a multilateral effort through the 
Global Fund. The Global Fund creates a platform and conduit for 
other countries who do not have bilateral programs to contribute 
to the care and prevention and treatment dollars for HIV/AIDS as 
well as TB and malaria. So it allows us, for every dollar we give 
to Global Fund, we are able to increase that in the donation of 2 V 2 
dollars. So we have leveraged with our contribution the ability to 
bring in resources from countries that would not have any bilateral 
activity. 

The second part of that, however, in your question is how do we 
partner with and combine our planning and implementation effort 
in any given country at the country level with the activity of the 
partner country’s resources and medical delivery systems and the 
Global Fund. We plan together and look at how we can converge 
in any given country to where Global Fund is doing one thing, we 
are doing something that is complementary or expansive or other 
than they are doing so our programmatic imprint is amplified in 
our ability to impact the diseases that both the Global Fund fo- 
cuses on, as well as the HIV/AIDS and TB. Without them, our foot- 
print and impact would diminish. 

Mr. Dent. With respect to China, too, I understand they are one 
of the largest recipients of the Global Fund grants at $1.9 billion; 
is that correct? 

Ambassador Goosey. They have about a billion dollars. They are 
not one of the largest recipients, but they have about a billion dol- 
lars in grants over the 10 years. 

Mr. IIent. And they contributed about $14 million; is that cor- 
rect? 

Ambassador Goosey. That is correct. 

Mr. Dent. That is troublesome, in my view. 

In response to Mr. Lewis, you started talking about HIV testing, 
and I want to thank you for your work as the AIDS coordinator in 
that regard. Orasure Technology is a company that is 
headquartered in my district. They revolutionized HIV/AIDS test- 
ing with these rapid oral tests and I am interested in the programs 
that identify and treat those with HIV/AIDS. They have done ter- 
rific work with this. How does PEPFAR and Global Fund support 
HIV testing specifically? 

Ambassador Goosey. Well, first of all, your China question, I 
will briefly say that we have been in our role as a board member 
on the Global Fund aggressive in leading the reforms that are now 
being implemented through an oversight committee with Michael 
Leavitt, who was the Secretary of HHS, and the ex-President of 
Botswana, Mogae, who are convening a process of looking at the fi- 
duciary as well as the planning and implementations oversight at 
the country level. This review will address many of the issues you 
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have raised, including the eligibility issue, the China grant making 
that was of concern to you. 

Our ability to have a country apply for resources comes from who 
is eligible to apply. It goes through, in the Global Fund, a process 
that identifies the rigor, technical rigor of the proposal, and its 
ability to impact, and then its ability to integrate into the existing 
services that are already in the country. 

China has moved through all of those hoops, but we are now, and 
the board is united in this effort, relooking at the ability to make 
sure that the resources that go through the Global Fund meet and 
touch the people who need them most. That will be a process of re- 
forming eligibility. It is on for the May meeting that the Global 
Fund will have, the eligibility issue. 

So I assure you that we are following that closely and pushing 
the discussion on the board to correct these issues. 

In terms of counseling and testing, in 2010 we actually had 33 
million counseling and testing encounters. Many of those were done 
with rapid testing strategies and formulations that included both 
saliva, urine, and blood. This is a critical tool for us in reaching out 
and receiving immediate information about a person’s status in 
HIV, and not having to wait for 2 weeks or 6 weeks for a lab test 
to come back and having lost the patient in that interim. 

The Orasure is a product that has played a critical role in allow- 
ing us to reach difficult-to-reach populations who are not willing to 
come to medical delivery systems to be tested, and continue to play 
a core function for us. 

Mr. Dent. Thank you. My time is up. I yield back. 

Ms. Granger. Mrs. Lowey. 

MICROBICIDES 

Mrs. Lowey. Thank you. Madam Chair. 

I wanted to ask you about microbicides. Proof of concept that a 
tropical anti-retroviral-based microbicide can prevent HIV infection 
in women was established in a USAID-funded study in 2010. 
Microbicides promise to make a significant difference for women 
worldwide, and in helping to reverse the AIDS epidemic over time. 
Sadly, funding rather than science remains the primary obstacle in 
the ability to provide these life-saving products to women who need 
them the most. Despite this historic breakthrough, the President’s 
budget did not request additional resources to conduct trials and 
make microbicides available to women who need them. PEPFAR 
will need to be far more engaged than it has to date, both in terms 
of leadership and providing funding. 

Ambassador Goosby, what is your office doing to mobilize the 
necessary funding, expertise, cross-agency cooperation to ensure 
that women will have access to microbicides? Can you provide this 
committee with a plan for how the Office of Global AIDS Coordi- 
nator is prioritizing and coordinating microbicide development and 
access efforts across the U.S. Government? 

Ambassador Goosey. Thank you for your question. We also in 
the announcement in June at the last international AIDS meeting 
in Vienna were also very gratified at the Caprisa study’s results 
that showed efficacy with the Tenofovir gel in preventing/dimin- 
ishing the transmission of HIV. It was a PEPFAR-funded study. 
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and it was done through USAID. And we are very proud and ex- 
cited about how these results have now raised the real possibility 
that women will have an ability to choose and control whether or 
not they are at risk in their sexual encounters. This is a major step 
in the right direction. 

This is one of many ongoing trials that are going on globally, 
many of which are being done and continued through the Caprisa 
site that the NIH and other foundations are running. There is a 
NIH microbicides research working group that most all of the 
stakeholders who are actively involved in research, including our 
USG colleagues, are participating in that look at what research is 
needed, what research is duplicative, what research is actually 
adding to the questions. 

We have been closely involved in that for years, in thinking and 
thinking through how we can best take the findings of a scientific 
discovery and translate that into an implementation plan. 

Over the next few years, as the microbicide question is further 
refined and dosing and intervals of exposure to the microbicide and 
efficacy are defined, we will be in a position to have already look 
at the clinical trials as well as new preparations with microbicides. 
And I think, most importantly, we will also have done work with 
looking at how the community will accept this introduction of a 
microbicide gel in getting to the women who need it and distrib- 
uting it, the social acceptance of it, whether or not we are creating 
vulnerabilities for the woman in her use of it. All of those things 
are ongoing. 

We couldn’t agree with you more that this is something that 
needs an orchestrated plan. We, with USAID and NIH, are in close 
dialogue around all of this, and I believe we will not be in a posi- 
tion where the research that needs to be done will be done and we 
will be in a position to mobilize and implement it as soon as it gets 
approved. 

Ms. Batson. Just to confirm that the confirmatory study is likely 
to be ongoing in the Republic of South Africa with some additional 
support coming from the Gates Foundation to be supplementing 
what the U.S. Government is putting on the table. 

As Ambassador Goosby noted, the science, there is a lot of work 
and coordination going around, and there is also a plan being put 
together to look more at the downstream steps because we have to 
start the downstream, the issues of production and supply and de- 
mand and, as Ambassador Goosby was saying, the introductory 
issues required at the same time we are doing the science. So that 
plan is being pulled together to ensure that we accelerate the 
whole process to go from a piece of science to something that is ac- 
tually accessible to the women who need it. 

Mrs. Lowey. I just would add that I have recently talked to peo- 
ple who are very involved with Radio Free Europe, and all of our 
work in Africa and throughout the world, and I think it is public 
relations that is pretty important, just letting people know what is 
available to them. 

So I look forward to continuing the dialogue. Thank you. 

Ms. Granger. Mr. Diaz-Balart. 

Mr. Diaz-Balart. Thank you very much. Madam Chair. 
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Let me first apologize, I was at another hearing right across the 
hall. I guess we all know that is part of the process here. 

Ms. Granger. Mrs. Lowey has to go to the exact same place. 

PARTNERSHIP FRAMEWORK 

Mr. Diaz-Balart. Obviously the U.S. and other donor govern- 
ments have supported the concept of country individual ownership 
to promote sustainability, et cetera. It is my understanding there 
have been a number of these partnership programs, partnership 
frameworks, that are in place. 

What is the status of those partnership frameworks? What kind 
of results have been obtained? Can we have any assurances that 
some of those countries will be able to move forward on them? 

Ambassador Goosey. Thank you for the question. 

As we move from an emergency response to one that is more sus- 
tainable, we needed to have an instrument, a tool, that allowed us 
to engage in a different dialogue with country leadership. The part- 
nership framework is that tool, and it facilitates a sit-at-the-table 
discussion where the government and civil society of the country 
define what they are going to do in the care, prevention, and treat- 
ment arena in HIV/AIDS specifically, and the U.S. Government the 
same, prevention, care and treatment, over a 5-year time frame, ex- 
plicitly define what the relative contributions of each would be, 
sharing vulnerabilities, sharing issues around resource availability, 
but it is mainly an attempt to move on multiple fronts the acquisi- 
tion of real oversight, management, monitoring and evaluation that 
is not based in USG or in our implementing partners who we bring 
into country, expatriates, but in actual country leadership, both 
within the government and civil society. 

We have been very gratified, having completed now 31 of them, 
to have a situation where we have seen countries that had not been 
willing to put forth resources, just to get right to the last part of 
your question, such as Nigeria, going from up to 33 percent over 
that 5-year period that they hoped to be able to achieve with us. 

Now, the partnership framework also moves into the partnership 
implementation plan, and the implementation plan is where the 
specifics of how that will actually occur get hammered out. Those 
will all start coming in throughout the summer, and we will be 
able to tell you and this committee in great detail exactly where 
we are in all of the countries. 

Mr. Diaz-Balart. I would assume there are some countries who 
are more able to move forward, and some who are more willing to 
move forward. What kind of obstacles are you finding? Are some 
not that willing to do, obviously we understand they have some 
challenges, we have some challenges here as well. But are there 
some that are just frankly not willing to move forward because 
they either expect us to continuously be there or just for other rea- 
sons? 

Ambassador Goosey. What the partnership framework discus- 
sion has created for me has been a gratification around the grati- 
tude that the countries have for the work that we have done in 
their countries. So it has created a platform where that has been 
able to be expressed from senior leadership, ministers of health, 
and presidents. 



653 


The willingness to engage is there everywhere. The ability to en- 
gage, as I think you astutely alluded to, is not. We, as the United 
States, and reflecting the compassion of the American people, are 
partners in this effort and we will work with the countries to define 
what and when their ability to take over management and over- 
sight and resources will occur. 

We have been candid with the countries in expressing to them 
the expectation that this committee has made clear to us, and in 
reflecting the will of the American people that this dialogue be a 
real dialogue around what you can do and when you can do it. I 
have been gratified at the quality of the exchange and the sincerity 
in the exchange, and I think it is going to move this dialogue in 
the right direction in all the countries. 

South Africa, Namibia, Botswana, Angola, and Nigeria are the 
countries that we expect to be able to move into actual resource 
sharing in a big way over the next 5-year period. 

Mr. Diaz-Balart. Is it fair to say that you are relatively opti- 
mistic, your expectations are that most of those that you are mov- 
ing forward with are going to be able to eventually be self-governed 
or self-sustainable? 

Ambassador Goosey. I am optimistic that most of the countries 
we are engaged with will be able to manage these programs. And 
they, indeed, will become part of their medical delivery systems, 
both public as well as in the private sector, where they are indeed 
running and deciding on unmet need, prioritizing the unmet need, 
and making the allocation decisions. 

But I also realistically do not feel that many of the countries that 
we are working in will ever be able to carry the whole brunt of the 
resource deficit that is needed, and it is for that reason that func- 
tions like the Global Fund allow us to share that responsibility 
with other countries. 

Ms. Granger. Everybody please watch the time, both in asking 
questions and in answering the questions. 

Ms. Batson, going back to my question, if you can concisely tell 
me, there is a request for $200 million of the Global Fund for stra- 
tegic reserve funds. What is this going to be used for and who de- 
cides how this funding will be spent? 

Ms. Batson. Thank you. Madam Chair. 

These will be used to fund in the GHI-plus countries, a set of 
eight countries that have been identified, the learning agendas that 
have been defined by these country teams. These learning agendas 
are the strategies, the strategic questions that they believe answers 
to which will give them the greatest impact on their country pro- 
grams. So it is designed around how can we improve how we do 
business in these countries, what are the key questions we need 
answers to, what are the type of innovations we need to learn 
about. 

The country teams will design them and submit these programs 
with expert consultation from Washington, and then they would be 
approved by the operating committee comprised of the heads of the 
three agencies. 

Ms. Granger. There was an Associated Press article in February 
that made a number of statements about corruption in Global Fund 
programs. This outcry seems to have pushed the Global Fund into 
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action, which included setting up additional oversight mechanisms, 
but reading the State Department IG reports, it seems as if U.S. 
health officers overseas have complained about accountability of 
the Global Fund for years. My two questions: Why shouldn’t the 
U.S. play more of an oversight role in global health programs? And 
is the State Department satisfied with the U.N. Development pro- 
grams, which is a major implementer of Global Fund programs in 
its cooperation with the Global Fund IG? 

Ambassador Goosey. If I can start the answer to that, thank you 
for the question. 

We have zero tolerance for corruption. The Global Fund has zero 
tolerance for corruption. From the earliest time, U.S. involvement 
in the development of the structures, administrative structures of 
the Global Fund, as you remember, we were the first chair of that, 
with Tommy Thompson being the chairman of the Global Fund 
board, a lot of work went into developing oversight mechanisms 
and created, through U.S. leadership, the Office of the Inspector 
General. That office has grown. We have argued successfully for 
more resources, staff and money to get them out in the field to 
allow them to investigate all of the movement of money from the 
Global Fund Geneva office through the country coordinating mech- 
anism. That is a complicated process that requires real study and 
real careful analysis. An IG is a critical component of that. They 
are playing the role they should. The board is receiving the infor- 
mation coming back from the Inspector General and acting on it. 

In addition to that, since over the last few months with the press 
releases that have occurred, we have come back with our call of ac- 
tion that we presented in October to the Global Fund to create an 
oversight capability that is strengthened and now moves more to- 
ward looking at how the country at the country level moves these 
resources to program. 

I am very gratified now with Secretary Leavitt, Michael Leavitt, 
and with the President from Botswana, Mogae, being in a position 
to now look at the fiduciary movement of money going down to 
country level very specifically and making recommendations back 
to the board in the next board meeting in May to make corrective 
actions. 

This will not be a small investigation. This will be a full-time ef- 
fort to look at and understand where the weak areas are and what 
needs to be strengthened. I believe that our ability to oversee and 
to monitor our resources from PEPFAR’s perspective is also tied to 
how well the Global Fund’s programs are delivered. So we have a 
clear interest in making sure that those resources meet the pro- 
grammatic need, but also have the impact that they are supposed 
to. 

Ms. Granger. Thank you. 

Mr. Lewis. 

Mr. Lewis. Thank you. Madam Chairwoman. 

I believe you both understand that the American public thinks 
that we spend an awful lot more on foreign assistance than we ac- 
tually do. Some would suggest that at least 20 percent of every dol- 
lar spent is going to foreign assistance. 

One could argue it may be as high as 5 percent; others would say 
1 percent. Nonetheless, we all know that the United States is going 
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deeply into debt and we are very close to going over a cliff of bank- 
ruptcy. I think most people in the State Department do not believe 
that, but the public certainly does believe it. So when we find our- 
selves in a circumstance of going into serious debt, people are be- 
ginning to ask this question: When China, one of the countries that 
is buying our debt, on the one hand we are obligated to them, 
thereby they dominate our policies, how can we possibly explain 
the dichotomy here to the American taxpaying public? On the one 
hand we are going into debt, the other hand we are giving foreign 
aid to China, and in turn China is buying our debt. How you ex- 
plain this to our taxpayers? 

Ambassador Goosey. I think that the need for a Global Fund re- 
evaluation of the eligibility criteria that has allowed midlevel in- 
come countries to have access to these resources is being relooked 
at by the Global Fund. It is a legitimate challenge. 

I also think that the resources that were put into the Global 
Fund were put there so they would be available to those most in 
need, and that still remains the goal, I believe, of the American 
people to have a coordination of shared responsibility that is just 
not on the United States, but that there is a mechanism to allow 
other countries that do not have bilateral programs to contribute 
to services that are needed in HIV, TB, and malaria. 

The Global Fund affords that platform and mechanism. It is 
something that is largely efficient and effective at moving resources 
to those with the largest unmet need, but the need to retool and 
look at that is I think a legitimate challenge. Congressman. 

Ms. Batson. I would also note in the USAID budget there is $4 
million for China. That money is very specifically going to support 
the civil society and more community-based development in certain 
of the poorest areas of China. So the focus is not giving money to 
the government of China, but the expectation is obviously that the 
government of China runs its own health program. We are really 
targeting areas of how do we build up the civil society capacity, 
how do we help them reach some of the poorest, how do we share 
that kind of expertise that we have learned. 

Mr. Lewis. Let me suggest that it is really important that you 
all know that this committee is extremely supportive of moving for- 
ward with programs that really will save lives and positively im- 
pact the developing world. In turn, our public plain just does not 
believe it. And they wonder why, for God’s sake, we are spending 
this money when we do not actually sense there is any positive re- 
sult for the American taxpayer. We are living with that frustration 
every day. 

Ms. Granger. I could not agree more. It absolutely is the ques- 
tion we face every time we go home in front of every audience, and 
there has to be reality on both sides that that is where we are. It 
is just extremely important. 

We want to thank our witnesses for appearing today, and that 
concludes today’s hearing. The record will remain open for the 
members to submit questions for the record. The hearing is ad- 
journed. Thank you. 
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Questions for the Record Submitted to 
Ambassador Eric Goosby by 
Representative Kay Granger (#1) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
Mareh31,2011 


Question : 

Please provide a detailed breakdown of the PEPFAR request for FY12 by U.S. 
Government agency. Please compare to FYl 1 and FYIO. 

Answer : 

The FY2012 request for bilateral HIV/AIDS programs, bilateral 
tuberculosis (TB) programs, and contributions to the Global Fund to Fight AIDS, 
Tuberculosis and Malaria (Global Fund) is $7,154 billion. Of this amount, $5,642 
billion is requested from the Global Health and Child Survival (GHCS)-State 
account. The GHCS-State request is $283 million above the FY 2010 enacted 
level, a 5.3% increase, and is $297 million above the FY 201 1 enacted level, a 
5.6% increase. As in prior years, the FY 2012 Congressional Budget Justification 
does not break out funding for the PEPFAR implementing agencies, as this 
allocation is determined through an iterative, interagency manner at the field and 
headquarters level after the appropriation is made. 


1 
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Drawn from the FY 2010 PEPFAR Operational Plan, a detailed breakdown 
of FY 2010 funding by USG agency in the PEPFAR Country and Regional 
Operational Plan (COP/ROP) and Foreign Assistance Operational Plan (F Op) 
countries and regions, as well as for the Headquarters Operational Plan (HOP), is 
included below. 

Due to the timing of the FY 2011 appropriation, approved agency allocations 
for FY 2011 have not yet been finalized, pending clearance of the final PEPFAR 
FY 201 1 Congressional Notification (CN). As of the FY 201 1 CN (pending 
Congressional clearance), GHCS-State agency allocations to date are as follows; 



HHS 

$1,628,692,508 

USAID 

$2,354,526,903 

DoD 

$138,501,753 

Peace Corps 

$21,680,717 

DOl, 

$393,692 

State 

$472,230,684 

Funding Pending Notification 
(as of July 2011) 

$718,283,743 

Total FY 2011 GHCS-State 

$5,334,310,000 


2 
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Table - PEPFAR Funding: FY 2010 Enacted. FY 201 1 Enacted, and FY 2012 



HHSNIH 300 300 300 

USAID GHCS 

State GHCS 750 750 1,000 



1/ FY 2011 Enacted level does not Include across the board or agency-wide 
rescissions 

2/ FY 2011 HHS levels are straight-lined from FY 2010 enacted levels and 

remain notional pending final allocations 

3/ FY 2011 TB funding is pending final Congressional approvals 
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Table explanation: Includes all approved ftinding supporting 
activities in PEPFAR countries and regions that prepare 
PEPFAR operational plans. The table displays funding by 
region, country and by agency of implementation. For a 
summary of country operational plan activities, please refer to 
the country operational plan narratives. 
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Table - FY 2010 PEPFAR. Head q uartei-s Operational Plan Approved Budget 
Summary, GHCS-State Account 


ieadquarters Program 

DoD 

IX)L 

fiws 

Peace Corps 

i State 1 

USAID 

TQTAi 

'echnical Leadership and Support 

$1,106,750 

$0 

$144^5^443 


$197,037,995 

$116,324,101 

$453,064,289 

teadquarter Program Costs 

$X10&.75Q 

so 

$144,595,443 

SO 

\ $197,037,995 ^ 

$51,192,223 

$393,932,41] 

■upply Chain Management 

SO 

$0 

SO 

so 

1 »J 

$65,131,878 

$65,131,87? 


'echnical Oversight and Management 

^,000,Jg3 

$130,732 

$74,749,350 

$5,907,836 

$14,131,573 

$46,918,658 

$145,838,332 

)therAeencv Costs 

$4,000,183 

$130,732 

$74,749,350 

$5,907,836 

$1.31,573 

$46,918,658 

$131,838,332 

>GAC Administrative Costs 

$0 

SO 

$0: 

so 

$14,000,000 

$0 

$14,00O,O0C 


OTALHOP, GHCS-State 

1 $5,106, 

! $130,732 : 

i $219,344,793 

1 $5^,836 ! 

1 $211,169,568 

1 $163,242,759 

j $604,902,621 


Table explanation: Presents a summary of ail approved GHCS-State funds pi'ogrammed throng the 
Headquartcj's Operational Plan (HOP), by agency of implementation. For a description of HOP 
activ ities, please refer to the Headquarters Operational Plan Narratives. 
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Subtotal, East Asta and the fiacifte 


jSurasiaReswnal 


Subtotal, Europe and Eurasia 


Tlie Office of the Director of Foreign Assistance (F) operational plans describe the range of State and USAID 
foreign assistance activities in countr>', including PEPFAR activities in countries/regional platforms that do 
not prepare a PEPFAR operational plan. Only GHCS-State ftmds in F Operational Plans are notified by the 
Office of die Global AIDS Coordinator. 
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The Office of the Director of Foreign Assistance (F) operational plans describe the range of State and USAID 
foreign assistance activities in country, including PEPFAR activities in countries/regional platforms that do 
not prepare a PEPFAR operational plan. Only GHCS-State funds in F Operational Plans are notified by the 
Office of the Global AIDS Coordinator. 
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Questions for the Record Submitted to 
Ambassador Eric Goosby by 
Representative Kay Granger (#2) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 31,2011 


Question: 

Within the above breakdown by U.S. Government agency (FYlO-12); please 
provide an estimate for each fiscal year of how much cash assistance is provided 
by country; please provide an estimate for each fiscal year of how much salary 
support is provided by country; please provide an estimate of construction for each 
fiscal year by country. 

Answer; 


Drawn from the FY 2010 PEPFAR Operational Plan, a detailed breakdown 
of FY 2010 funding by USG agency in PEPFAR Operational Plan (COP/ROP) and 
Foreign Assistance Operational Plan (F Op) countries and regions, as well as for 
the Headquarters Operational Plan (HOP), is included below. . 

As in prior years, S/GAC is not able to provide this final breakout for FY 
2011 until approval of agency allocations by the Global AIDS Coordinator and 
approval of the final FY 201 1 Congressional Notification, or for FY 2012 until 
receipt of an appropriation and completion of the same steps. As of the FY 201 1 
3'‘‘ CN (pending Congressional clearance), GHCS-State agency allocations to date 
are as follows: 
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HHS 

$1,628,692,508 

USAID 

$2,354,526,903 

DoD 

$138,501,753 

Peace Corps 

$21,680,717 

DOL 

$393,692 

State 

$472,230,684 

Funding Pending 

Notification 

$718,283,743 

Total FY 2011 GHCS-State 

$5334310,000 


The table below shows planned FY 2010 salaries and benefits for USG stall 
in PEPFAR Country and Regional Operational Plan (COP/ROP) countries. This 
category includes the costs associated with technical, administrative, and other 
staff. PEPFAR program funds are used to support the percentage of a staff 
person’s salary and benefits associated with the percentage of time they work on 
PEPFAR. 
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FY 2010 Planned Amount 
for liS(i Salaries and 

Funding Source 




Benelits in COP/ROPs, as 
of April 2011 

GAP 

GHCS-State 

GHC’S-LSAII) i 

Grand Total 

Angola 

$1,976,000 

$835,000 

$290,000 

$3,101,000 

Botswana 

$2,822,448 

$2,798,524 

- 

$5,620,972 

Cambodia 

$1,382,215 

- 

$403,030 

$1,785,245 

Caribbean Regional 

$1,500,000 

$968,625 

$850,938 

$3,319,563 

Central American Regional 

$805,000 

$229,748 

$328,738 

$1,363,486 

Central Asia Regional 

$150,000 

$1,506,196 


$1,656,196 

China 

$1,188,300 

- 

$372,471 

$1,560,771 

Cote d' Ivoire 

$5,153,000 

$1,080,460 

- 

$6,233,460 

Dominican Republic 

$500,000 

$541,000 

$454,088 

$1,495,088 

DRC 

$1,692,050 

$1,353,079 

- 

$3,045,129 

Ethiopia 

$3,076,100 

$14,845,810 

- 

$17,921,910 

Ghana 

$215,000 

$422,933 

$545,880 

$1,183,813 

Guyana 

$411,476 

$551,741 

- 

$963,217 

Haiti 

$235,873 

$3,906,127 

- 

$4,142,000 

India 

$1,131,489 

$303,994 

$758,661 

$2,194,144 

Indonesia 

- 

$270,500 

$321,890 

$592,390 

Kenya 

$5,300,000 

$9,493,809 

- 

$14,793,809 

Lesotho 

$495,000 

$1,839,571 

- 

$2,334,571 

Malawi 

$1,771,295 

$120,000 

$2,004,650 

$3,895,945 

Mozambique 

$2,165,500 

$13,041,040 

- 

$15,206,540 

Namibia 

$1,112,734 

$7,873,236 

- 

$8,985,970 

Nigeria 

$3,056,000 

$10,842,783 

- 

$13,898,783 

Russia 

$357,000 

- 

$186,199 

$543,199 

Rwanda 

$856,996 

$4,702,402 

- 

$5,559,398 

South Africa 

$2,021,500 

$11,229,398 

- 

$13,250,898 

Sudan 

$258,500 

- 

$115,400 

$373,900 

Swaziland 

$1,030,500 

$574,433 

$948,709 

$2,553,642 

Tanzania 

$2,485,960 

$9,287,871 

- 

$11,773,831 

Thailand 

$1,604,696 

- 

$12,047 

$1,616,743 

Uganda 

$5,132,383 

$7,424,202 

- 

$12,556,585 

Ukraine 

- 

$540,493 


$540,493 

Vietnam 

$659,627 

$5,368,490 

- 

$6,028,117 

Zambia 

$1,728,667 

$4,647,795 

- 

$6,376,462 

Zimbabwe 

$1,549,733 

$660,000 

$650,000 

$2,859,733 

Grand Total 

$53,825,042 

$117,259,260 

$8,242,701 

$179,327,003 


In the FY 2010 Country Operational Plan (COP), countries reported programming 
approximately $96 million in PEPFAR funds for construction/renovation projects that serve 


foreign assistance purposes, as shown in this table: 
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i"i '*! Mt 1 \ ( iinslructitMi/Uetiovalion 1 

i ii-N 

Total Planned 
Vnnding 
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i^iKswmia, , 
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(.'uinbodiav, ^ 

smooe 
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$350,000 

eii i ra i::Aiiaerl«a, Region 
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l 'enu-al:A;sk Region 


('.hina 
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1 Coie d’ lVotfe 

$1,480,505 

} )cnnii;i'atfc Republic of the Congo 

$203,054 

DomijiiGan Republic 

- 

I'.ihiopia ,' 

$18;173,033 

(ihaini V? 


Cuvana- .. 

$65,920 

Haiti 

- 

India 

■ - 

Indonesia 


Kenya 

$15,535,039 

Lesotho 


Malawi 

$2,425,000 

Mozambique ^ 

$10,884,084 

Namibia 

$1,275,000 

Nigeria 

$4,332,584 



Rwanda 

$1,169,800 

South Africa 

$12,557,959 

Sudan 

- 

Swaziland 

$275,500 

Tanzania 

$13,333,255 



Uganda 

$4,827,000 

Ukraine ■' 


Vietnam 

$821,000 

Zambia 


Zitobabwe 

HIHIISBIi 

G«nd Total 

$96,158,385 
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Questions for the Record Submitted to 
Ambassador Eric Goosby by 
Representative Kay Granger (#3) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 

March 31 , 2011 


Question: 

By country, please provide a list of the 5 largest implementing organizations. 

Answer: 

As of the FY 2010 PEPFAR Operational Plan (April 201 1 Update), 
the top five largest implementing organizations supported by FY 2010 
funding globally are: 

• Partnership for Supply Chain Management, to operate PEPFAR’ s 
Supply Chain Management System (SCMS); 

• Chemonics International; 

® Catholic Relief Services; 

« Family Health International; and 

• Elizabeth Glaser Pediatric AIDS Foundation, for programs for 
prevention of mother-to-child transmission. 


A detailed breakout of the top prime partners in tlie 34 countries and 
regions that completed a PEPFAR Operational Plan (COP/ROP) in FY 2010 
is included below: 
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Table - PEPFAR FY 2010 Top Prime Partners in PEPFAR Operational Plan 
Countries/Regions fCOP/ROPs) 


Top Prime Partners 

Planned 

FY 2010 funding 

Chemonics International 

$1,750,000 

Charles Drew University 

$1,250,000 

World Learning 

$1,050,000 

MOH 

$850,000 

Population Services International 

$500,000 

National AIDS Coordinating Agency, Botswana 

$15,492,222 

Tebeiopeie 

$6,600,000 

Partnership for Supply Chain Management 

$5,993,350 

University of Washington 

$4,038,000 

Project Concern Internationa! 

$3,367,039 

Family Health International 

$5,250,000 

Population Services International 

$2,259,782 

Reproductive Health Association of Cambodia 

$1,497,187 

University Research Corporation, LLC 

$1,000,000 

National Center for HIV/AIDS Dermatology and STDs 

$800,000 

University of Washington 

$905,000 

World Learning 

$680,000 

Caribbean Community (CARICOM) 

$500,000 

Pan American Health Organization (PAHO)/PAHO HiV 
Caribbean Office (PHCO) 

$500,000 

CARICOM/PANCAP 

$400,000 

PASCA 

$2,360,020 

fntraHealth International, inc. 

$1,431,168 

UVG 

$845,450 

Tephinet 

$461,451 

Partnership for Supply Chain Management 

$400,140 

Abt Associates 

$5,651,380 

Population Services international 

$2,310,420 

Columbia University 

$1,626,705 

Ministry of Health 

$1,545,620 

Laboratory Coalition 

$1,379,000 


Family Health international 
Pact, Inc, 


$1,500,000 

$1,320,000 
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Country 

^ „ . „ . Planned 

Top Prime Partners ,. 

FY 2010 Funding 


Research Triangle Institute International $716,150 

Population Services Internationa! $361,138 

Coted'lvojre 

Partnership for Supply Chain Management $33,058,000 

Elizabeth Glaser Pediatric AIDS Foundation $14,442,257 

ACONDA $5,760,000 

Columbia University $4,850,000 

Ministry of Health and Public Hvp'iene. Cote d'Ivoire $3,863,000 

Dominican Republic ' 

Ministry of Health Dominican Republic $1,350,000 

Academy for Educational Development $1,232,000 

Population Services International $1,000,000 

Partnership for Supply Chain Management $950,000 

Armed Forces Dominican Republic $882,500 


Program for Appropriate Technology in Health $9,071,83 1 

Population Services International $3,170,294 

University of North Carolina $2,595,600 

Kinshasa School of Public Health $2,048,851 

Columbia University $1,950,000 

Ethiopia , . 

Johns Hopkins Bloomberg School of Public Health $13,776,216 

Save the Children $13,354,348 

Columbia University/iCAP $13,022,861 

University of Washington (l-TECH) $12,777,696 

RPSO $12,100,000 


Family Health International $3,460,000 

John Snow, Inc. $2,537,508 

John Hopkins University/CCP $380,000 

University of California at San Francisco $350,000 

Association of Public Health Laboratories $323,413 

Guvsna 

Partnership for Supply Chain Management $3,585,000 

Community Support and Development Services Inc. $2,500,000 

Management Sciences for Health $2,258,290 

New Jersey University of Medicine/Dentistry of New 

Jersey $1,720,500 

Catholic Relief Services $1,541,360 


Partnership for Supply Chain Management (PFSCM) $23,966,100 

Ministre de la Sante Publique et Population, Haiti $16,878,750 

Management Sciences for Health (MSH) $11,922,300 

Catholic Relief Services {CRS) $10,112,679 

Groupe Haitlen d'Etude du Sarcome de Kaposi et des 

Infections Opportunistes $9,951,150 

Population Services International $3,600,000 
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liversity of Manitoba $3^292,112 

imiiy Health Internationa! $2,172354 

DSTAR 1, Task Order#l $1,800,000 

University of Washington $1,100,000 

Indonesia 

Training Resources Group, Inc. $5,058,811 

Family Health international $3,790,100 

Kinerja $1,500,000 

US Department of Defense $215,500 

Kenya 

Chemonics internationa! $95,750,000 

Henry M. Jackson Foundation Medical Research 

International, (nc. $21,549,477 

Partnership for Supply Chain Management $19,788,750 

Columbia University Mailman School of Public Health $19,173,720 

Catholic Relief Services $17,512,180 

lisotho 

PACT $2,622,500 

Columbia University-iCAP $1,850,000 

Management Sciences for Health $1,702,951 

Population Services International (PSi) $1,675,000 

Ministry of Health and Social Welfare (MOHSW) $1,195,000 

-MaJawt .*’ 

Johns Hopkins Bloomberg School of Public Health 

Center for Communications Program $4,600,000 

Ministry of Health, Malawi $3,800,000 

Population Services International $3,640,258 

Howard University $3,550,000 

Pact, Inc. $3,537,020 

Namibia 

Ministry of Health and Social Services (MOHSS) $18,800,608 

Pact, Inc. $9,106,413 

IntraHeaith International, Inc $8,691,420 

Potentia Namibia Recruitment Consultancy $7,773,727 

University of Washington (ITECH) $5,114,934 

Nigeria \'^ 

Partnership for Supply Chain Management $87,657,220 

Family Health internationa! (FH!) $52,844,762 

UMD-mVN-ACTiON $52,006,707 

Catholic Relief Services $25,845,535 

international Center for AIDS Care and Treatment 

Programs, Columbia University $25,769,304 
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Country 


Top Prfme Partners 

Planned 

FY 2010 Funding 


r^ - '* 

Population Services International 

$2,100,000 

- 


University Research Corporation 

$1,750,000 

-KSSsla" 


United Nations Office on Drugs and Crime Control 

(UNODC) 

$500,000 



American International Health Alliance 

$300,000 



UNAIDS 

$300,000 



Partnership for Supply Chain Management 

$24,829,777 



CHF international 

$14,874,750 

Rwanda 


ICAP-COLUMBtA UNIVERSITY 

$9,176,827 



Family Health International (FHI) 

$8,354,696 



Elizabeth Glazer Pediatric AIDS Foundation 

$6,613,606 



Right to Care, South Africa 

$43,811,118 



Reproductive Health Research Unit, South Africa 

$29,631,461 



Foundation for Professional Development 

$29,029,547 



Anova Health Institute 

$24,811,078 



Aurum Health Research 

$23,838,379 



Family Health Internationa! 

$3,350,000 



IntraHealth International, Inc 

$2,039,980 

5ud<in 

jj 

Catholic Medical Mission Board 

Management Sciences for Health 

$1,190,000 

$653,890 



Partnership for Supply Chain Management 

$200,000 



international Center for AIDS Care and Treatment 




Programs, Columbia University 

$5,580,000 



Partnership for Supply Chain Management 

$4,740,025 

Sw azHancI 


Pact, Inc. 

$3,110,318 



University Research Corporation, LlC 

$1,848,400 



Ministry of Health and Social Welfare-Swaziland 

$1,600,000 



Partnership for Supply Chain Management 

$40,036,322 



Deioitte Consulting Limited 

$26,710,693 

Tanzania 


Elizabeth Glaser Pediatric AIDS Foundation 

$19,592,411 



Columbia University 

$18,777,047 



Catholic Relief Services 

$17,212,591 

'Thaliand 


Thailand Ministry of Public Health 

$1,505,000 



Pact, Inc. 

$944,486 
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Countiv Top Prime Partners 

Planned 

FY 2010 Funding 

Family Health international 

$278,599 

<ok Metropolitan Administration 

$146,000 

Partnership for Supply Chain Management 

$24,612,375 

The AIDS Support Organization 

$19,518,805 

Catholic Relief Services 

$17,500,850 

Management Sciences for Health 

$8,674,742 

Deioitte & Touche, Uganda 

$7,752,091 

The International HiV/AiDS Alliance 

$2,400,000 

The Futures Group 

$2,000,000 

iternational lab Coalition 

$1,200,000 

Abt Associates 

$600,000 

The Program for Appropriate Technology in Health 

$500,000 

Family Health International 

$12,909,118 

Ministry of Health, Vietnam 

$11,059,036 

Partnership for Supply Chain Management 

$10,617,817 

Pact, Inc. 

$8,243,801 

Ho Chi Minh City Provincial AIDS Committee 

$6,035,250 

lership for Supply Chain Management 

$48,014,913 

)eth Glaser Pediatric AIDS Foundation (EGPAF) 

$30,958,009 

j : Family Health International 

$29,453,137 

Catholic Relief Services 

$15,685,513 

John Snow, Inc. 

$6,400,000 

' Partnership for Supply Chain Management Systems 

$12,285,000 

lizabeth Glaser Pediatric AIDS Foundation 

$5,918,000 

World Education, Inc. 

$3,450,000 

University of Zimbabwe Clinical Epidemiology Resource 


and Training Center 

$2,312,500 

John Snow, Inc. 

$500,000 
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Questions for the Record Submitted to 
Ambassador Eric Goosby by 
Representative Kay Granger (#4) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 

March 31, 2011 


Question: 

Within the breakdown by U.S. Government agency (FYlO-12): please 
provide the number of FTEs at each U.S. Government agency paid for with 
PEPFAR funding; please provide the number of contractors by agency 
located within the United States paid for with PEPFAR funding; please 
provide the travel budgets for each agency paid for with PEPAR funding. 

Answer: 


Please refer to the table below for the FY 2010 and FY 201 1 staffing 
by PEPFAR implementing agency, as well as FY 2010 planned funding for 
USG program travel (the latest final data available). FY 2012 full-time 
equivalents (FTE) and travel funding have not yet been planned. This 
information reflects staffing submitted to the Office of the Global AIDS 
Coordinator (OGAC) by PEPFAR implementing agencies in support of 
Country, Regional and Fleadquarters Operational Plan (COP, ROP and 
HOP) activities. 

The staffing information below reflects staff time spent working on 
and implementing PEPFAR programs. The direct staff costs of PEPFAR are 
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covered by PEPFAR funding accounts. PEPFAR COP Guidance specifies 
that PEPFAR program funds may support only the percentage of a staff 
person’s salary and benefits associated with the percentage of time they 
work on PEPFAR, so implementing agencies split-fund staff members that 
work only a portion of time on PEPFAR. 

Regarding contractors, OGAC has not historically tracked this level of 
detail from our implementing agencies and their partners. 
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Table - PEPFAR FY 2010 Field and Headquarter StatY Program Travel 



DOD 

- 

$1,218,743 

. 

$1,218,743 

lUis 

$5,243,187 

$7,166,199 


$. 12.409386 

Pc ice Corps 

- 

$524,100 

- 

4524,1(10 

State 

- 

$597,137 


$597,137 

1 S \1.D 

. 

$9,484,732 

$997,764 

$10,482,496 


DOD 

- 

$434,800 

- 

$434,800 

HHS 

$1,000,000 

$7,256,097 

- 

$8,256,097 

Peace Corps 

. 

$256,143 

- 

$256,143 

Stale 

- 

$2,255,437 


$2,255,437 

USAID 

- 

$3,673,769 

.$1,461,210 

$5,134,979 
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Questions for the Record Submitted to 
Ambassador Eric Goosby by 
Representative Kay Granger (#5) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 

March 31,2011 


Question: 

Please provide a list of the number of FTEs funded by PEPFAR that are in 
agencies other than USAID, State Department, and HHS as of April 30, 201 1. 
Please list the number of employees, the agency and the office to which they are 
detailed. Please provide the same information for PEPFAR funded employees 
detailed to international organization and any other non-governmental entity. 

Answer: 


The following table provides a summary of PEPFAR field and headquarters 
FTEs at implementing agencies other than State, USAID and HHS (latest data 
available is as of October 1, 201 1). 



PEPFAR also funds two CDC employees detailed to the World Health 
Organization (WHO). 
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Questions for the Record Submitted to 
Ambassador Eric Goosby by 
Representative Kay Granger (#6) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 

March 31, 2011 

Question: 

How much in FYIO PEPP’AR funds were spent on conference expenses including 
travel for non-USG personnel? 

Answer: 

PEPFAR supports USG travel and conference participation only in support 
of the program’s HIV/AIDS prevention, treatment and care activities. PEPFAR’s 
reporting systems do not track conference expenses as a line item. Below is a 
breakout of FY 2010 planned funding in PEPFAR Country, Regional and 
Headquarters Operational Plans (COPs/ROPs/HOP) for USG participation in 
agency management meetings and professional development activities, as well as 
staff program travel for all purposes. Of these three categories of activity, 
conferences would represent a subset of the professional development and staff 
program travel components, but the data currently collected through the COP, ROP 
and HOP do not make it possible to identify what share of costs pertain to 
conferences. PEPFAR complies with the limit imposed in some past appropriations 
bills of 50 USG staff attending any international conference. For non-USG partner 
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organizations, the USG does not require reporting on the conference-related 
expenses of their personnel. 

Table - PEPFAR FY 2010 Planned Funding for USG Staff Management Meetings. 
Professional Development, Program Travel 


COPs/ROPs: 


FY 20 10 Planned 
Amount, as of April 
2011 

Funding Source 

GAP GHCS-State 

(illCS- 

ISAIl) 

Grand Total 

Mgmt Meetings/ 

Prof Development 

$1,481,789 

$10,142,797 

$350,447 

$11,975,033 

Program Travel 

$5,243,187 

$18,990,911 

$997,764 

$25,231,862 

Grand Total 

$6,724,976 

$29,133,708 

$1,348,211 

$37,206,895 


HOP: 


FY 2010 Planned 

Funding Source 



Amount, as of April 



GIKS- 


2011 

GAP 

GHCS-Slate 

LSAID 

Grand Total 

Mgmt Meetings/ 

Prof Development 

$0 

$113,610 

$0 

$113,610 

Program Travel 

$1,000,000 

$13,893,246 

$1,461,210 

$16,354,456 

Grand Total 

$1,000,000 

$14,006,856 

$1,461,210 

$16,468,066 
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Questions for the Record Submitted to 
Ambassador Eric Goosby by 
Representative Kay Granger (#7) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 31, 2011 


Question : 

How can the U.S. conduct more oversight of Global Fund programs on the ground 
at the country level? 

Answer : 

The U.S. is committed to robust oversight over Global Fund programs and 
resources at all levels. We believe transparency is the key to effective oversight 
and have insisted on a reaffirmation of the Global Fund’s commitment to the 
highest standards of transparency and accountability in all aspects of its work. 

The U.S. has been a leader in calling for reform of the Global Fund to 
increase efficiency, effectiveness, and accountability, including at country level. 

In October 2010, we called upon the Global Fund Board to develop an action 
agenda that would strengthen country-level oversight. The Global Fund embraced 
this call to action and the U.S. played an active role in working with the Global 
Fund Board leadership. Secretariat, and Inspector General to develop a robust 
reform agenda with clear actions and timelines, which was endorsed by the full 
Board in May 2011. The U.S. is now working with Global Fund Board and 
Secretariat to support rapid implementation of this reform agenda. 
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The Global Fund’s Plan for Comprehensive Reform includes several actions 
designed to improve country-level oversight, including development of a clear 
accountability framework; strengthened Terms of Reference and training for Local 
Fund Agents; completion of risk assessments, risk management workshops, and in- 
depth verification activities across the grant portfolio; improved monitoring of 
high-risk activities; increased support for Principal Recipients on financial 
management and reporting; and application of strengthened Country Coordinating 
Mechanism (CCM) guidelines relating to transparency, data-sharing, and conflict 
of interest. 

In addition to the steps outlined above, the U.S. is increasing our 
engagement with Global Fund grant recipients at country level to support improved 
grant impact and accountability. The U.S. participates on CCMs in many 
countries, helping review grant proposals and monitor grant performance and 
funding flows. In November 2009, the U.S. supported the approval of an expanded 
funding policy for CCMs, which aims to strengthen CCM performance by linking 
the opportunity for increased CCM funding to function. In 201 1, the U.S. strongly 
supported the approval of new CCM guidelines that clarify the CCM's oversight 
role. In addition to participating on CCMs in many countries, the U.S. provides 
centrally funded technical assistance to CCMs and Principal Recipients to 
strengthen Global Fund grant performance and accountability and dedicates 
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significant staff time at the country level to supporting grant implementation and 
oversight and to improving coordination between PEPFAR and Global Fund- 
financed programs. The U.S. currently has dedicated Global Fund liaisons in 8 
countries and plan to hire additional liaisons in 5 countries in the coming months. 

The Global Fund plays a vital role in saving and improving the lives of 
millions of people around the world impacted by FIIV/AIDS, TB, and malaria. The 
U.S. is deeply committed to further strengthening the Global Fund's management 
and oversight systems to ensure resources continue to reach those in need and are 
used as efficiently and effectively as possible. 
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Questions for the Record Submitted to 
Ambassador Eric Goosby by 
Representative Kay Granger (#8) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 31,2011 


Question : 

Does the Administration believe that the Global Fund IG has sufficient staff and 
resources? 

Answer : 

The United States is committed to ensuring Global Fund resources reach 
people in need and are used as effectively and efficiently as possible to save lives. 
We have consistently advocated for increased transparency, accountability, and 
oversight over U.S. contributions to the Global Fund. We strongly support the 
Global Fund’s Office of the Inspector General (OIG) and its ongoing efforts to 
strengthen the Global Fund’s oversight systems 

The Administration supported full funding of the budget the OIG requested 
to fulfill its vital functions. In December 2010, we worked to secure Board 
approval of the OIG’s full budget request, which was a 95% increase over the 
OIG’s 2010 budget, plus an additional $3 million in “contingency funds” to allow 
the OIG respond to unexpected increases in workload arising from investigations if 
necessary. Our strong support for the OIG resulted in a final approved budget that 
not only exceeded the budget requested by the OIG, but included funding for seven 
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new staff members, which is a 30% increase. Board approval of this additional 
funding and new staff positions was an important step forward. However, we 
share the OIG’s concerns about the challenges it has faced in staff recruitment and 
look forward to working with the OIG on ways to address these challenges and 
ensure the OIG has the staff it needs to carry out its work. 

The U.S. considers a robust, well-resourced OIG to be an essential element 
of the Global Fund and will continue to work closely with the OIG to understand 
its resource needs and ensure it is provided with sufficient staff and resources. 
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Questions for the Record Submitted to 
Ambassador Eric Goosby by 
Representative Kay Granger (#9) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 31,2011 


Question : 

Is the State Department satisfied with the UN Development Program, which is a 
major implementer of Global Fund programs, and its cooperation with the Global 
Fund IG? 

Answer : 

The United States strongly supports the Global Fund’s emphasis on 
supporting country-owned responses and using national entities as grant recipients 
wherever possible. Unfortunately, there are some countries in which there is a 
pressing public health need, but no national entity with the financial, technical, and 
management capacity required to manage Global Fund resources with an adequate 
level of assurance. In such contexts, we accept the interim role of international 
NGOs and international organizations in providing health services and 
implementing Global Fund grants and have accepted the Global Fund’s use of 
UNDP as a “Principal Recipient of last resort” in such cases. We strongly support 
the Global Fund’s requirement that UNDP develop a capacity-building plan and 
exit strategy for all countries in which UNDP serves as Principal Recipient. 

The U.S. is committed to increasing transparency, accountability, and 
oversight of U.S. contributions to the Global Fund, including those managed by 
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UNDP. The U.S. has raised this issue in a series of high-level discussions with 
both UNDP and the Global Fund and stressed the vital need for UNDP to share 
relevant audit information with the Global Fund and cooperate with the Global 
Fund’s Office of the Inspector General (OIG) in instances of suspected fraud. 

With strong U.S. encouragement, UNDP management finally agreed to present 
options for allowing increased access to its audit reports to the UNDP Board in 
June 2011. 

On June 17, after prolonged negotiation and high-level engagement from 
U.S. officials, the Executive Board for UNDP, UNFPA, and UNOPS adopted a 
decision that granted the Global Fund the same level of access to UNDP audit 
information as that of a member state. Under this decision, the Global Fund OIG 
can view UNDP audit reports and recommendations in their entirety and can share 
information from these reports with the Global Fund Secretariat and Board. The 
Global Fund will not have the authority to post information from UNDP audit 
reports in the public domain, but can use information from these reports to inform 
its own audits and investigations. In addition, the U.S. was able to secure a 
commitment to enhance collaboration between UNDP and the Global Fund OIG. 
The UNDP audit office will share relevant information with the Global Fund OIG 
and allow the Global Fund unrestricted access to the same summaries of UNDP 
audit reports and recommendations that are provided to the UNDP Administrator. 
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The UNDP Board decision will increase the Global Fund OIG’s ability to provide 
assurances over Global Fund resources under UNDP management. While we 
believe this decision is a significant step forward, we are committed to continuing 
to push for even greater transparency and oversight over funds managed by UNDP. 

The U.S. will continue to work with Board members and UNDP 
management to further improve donor access to program audits. During the 
September UNDP Board meeting the U.S. will press for expanded options to 
review internal audits to achieve maximum transparency and disclosure. 
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Questions for the Record Submitted to 
Ambassador Eric Goosby by 
Representative Kay Granger (#10) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 31,2011 


Question; 

Intravenous Drug Users 

What level of funding was used in FYIO, FYl 1 and requested in FY12 for all 
programs supporting intravenous drug users. Please answer in detail by country 
and activity. 

Answer: 

PEPFAR supports a range of activities for injecting drug users (IDUs). Per 
the FY 2010 PEPFAR Operational Plan, total planned funding for IDU activities is 
$24.6 million, including $23.8 million in PEPFAR Country /Regional Operational 
Plan (COP/ROP) programs and $0.8 million in centrally-managed activities. For 
FY 201 1 , with the caveat that this number is subject to change and does not reflect 
the full planned budgets for all countries, as of the FY 201 1 3'^*’ CN, PEPFAR plans 
to provide at least $11.0 million in support for IDU activities. Please note that none 
of the funds notified to date will be used to support the procurement of needles or 
syringes for IDUs. FY 2012 levels will be programmed by PEPFAR field teams 
through the COP/ROP planning process. 

Funding is used for a variety of programs including policy advocacy at the 
central level as well as community outreach activities. For instance, funding is 
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available for job preparation training for IDUs to prepare for employment and 
reintegration. HIV programming for IDUs also supports Medication-Assisted 
Therapy (MAT) in Vietnam, Ukraine, China, and Tanzania, to procure methadone 
and provide safe, secure, timely, and cost-effective delivery of from points of 
origin to clinics. 

Other activities include the development of community-based and evidence- 
based drug support/treatment models for addiction services; and working with 
international and regional technical assistance providers to develop pilot models 
for drug support and treatment. PEPFAR funds support to improve the technical 
and management capacity of staff working in this area, which will contribute to the 
sustainability of quality government-supported HIV prevention services — 
particularly drug treatment, addiction, and support services — beyond the duration 
of PEPFAR support, 

PEPFAR continues to work to provide comprehensive services for IDUs to 
reduce the risk of HIV transmission and slow its spread from a targeted to a 
generalized epidemic. We are implementing these programs in countries where 
epidemiologic data demonstrates that IDUs are significant drivers of the epidemic. 
As a share of PEPFAR’s overall spending, any commitment to IDUs will always 
be relatively small. 

Table - PEPFAR FY 2010 Plarmed Funding for IDU in COP/ROPs 
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<)|)ci':itiii|> I'nil 

iiiomedical 

I'revenlion 

IDliP: Injecting 
and non-Inj. 

Drug Use 

Cambodia 

$500,000 

Central Asia Regional 

$5,857,625 

China 

$1,529,605 

Guyana 

$2,000 

Kenya 

$932,500 

Russia 

$2,500,000 

Tanzania 

$2,239,450 

Thailand 

$48,000 

Ukraine 

$1,300,000 

Vietnam 

$8,902,868 

Grand Total 

$23,812, «48 
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Questions for the Record Submitted to 
Ambassador Eric Goosby by 
Representative Kay Granger (#1 1) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 31, 2011 


Question: 


Please describe in detail the audit plan for PEPFAR funded activities and 
programs. Please provide the list of all audits conducted in FYIO, expected in 
FYl 1, and planned in FY12 by U.S. Government Agency and by country. 

Answer: 


The PEPFAR interagency audit plans for FY 2009, 2010, and 201 1 are 
available online at http;//www.usaid.gov/oig/public/publicl.htm. The OIGs have 
not yet planned FY 2012 audit activities. 

In FY 2010, Department of State and USAID OIG audit and inspection plans 
included more than 20 activities: 

• Five Audits of Selected Prevention Activities for Combating HIV/AIDS; 

• Two Audits of USAID’s PEPFAR-Funded Activities and Commodities for 
the Prevention of Mother- to-Chi Id Transmission of HIV Program; 

• Audit of USAID/Rwanda’s PEPFAR Treatment Activities; 

• Two Audits of USAID HIV/AIDS Treatment Programs; 

• Two Audits of USAID Gender-Specific Activities under PEPFAR; 

• Audit of USAID’s Mission Staffing Resources Allocated to PEPFAR; 

• Survey and Pilot Audit of USAID’s Assistance to Orphans and Other 
Vulnerable Children in Selected PEPFAR Focus Countries; 

• Audit of USAID/Namibia’s Efforts to Address Critical Shortages in Trained 
HIV/AIDS Health Workers; 
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• Audit of USAID/Southem Africa’s Regional HIV/AIDS Program in 
Botswana; 

• Audit of USAID/Ghana’s HIV/AIDS Program; 

• Inspection of Chief of Mission Oversight and Support of PEPFAR 
Implementation at U.S. Diplomatic Missions Overseas; 

• Inspection of Department Oversight and Support of PEPFAR 
Implementation; 

• Audit of Department’s Role in Overseas PEPFAR Construction; and 

• Consolidated Financial Audit of the GLOBAL HIV/AIDS (GHAI) Account 
for PEPFAR. 

In FY 2011, the USAID, Department of State, and HHS OIGs plan to 
conduct 20 reviews, including: 

• Audit of USAID/Southem Africa’s Regional FIIV/AIDS Program in 
Lesotho; 

• Audit of US AID/Southem Africa’s HIV/AIDS Treatment Program; 

• Audit of USAID/Namibia’ s HIV/AIDS Care Program; 

• Audit of USAID/West Africa’s HIV/AIDS Activities in Cote d’Ivoire; 

• Audit of USAID/Vietnam’s Social Marketing Prevention and Supporting 
Services; 

• Audit of USAID/Zambia’s Gender-Related HIV/AIDS Activities; 

• Audit of Department of State’s Role in Overseas PEPFAR Construction 
(ongoing from FY 2010); 

• Audit of the Department of State’s Global Health and Child Survival 
Account PEPFAR Funding; 

• Review of PEPFAR Coordinator Hiring and Training; 

* • Review of PEPFAR Programs and Oversight in Other PEPFAR Countries; 

• Centers for Disease Control and Prevention (CDC) Oversight of PEPFAR 
Grants (ongoing from FY 2010); and 

• Health Resources and Services Administration (HRSA) Oversight of 
PEPFAR Grants. 
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Questions for the Record Submitted to 
Ambassador Eric Goosby by 
Representative Kay Granger (#12) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 31,2011 


Question: 

Please detail the auditing practices of each international organization (except the 
Global Fund) that received PEPFAR funding in FYIO and FYl 1 and whether 
audits are posted on the organization’s website. 

Answer: 

PEPFAR provided funds to UN AIDS, WHO and UNICEF in FY 2010 and 
FY 201 1. Information regarding the United Nations auditing practices for these 
organizations is detailed at this website: 
http://www.un.Org/auditors/panel/mandate.shtml#panel 

We have tracked our core contributions to UNAIDS through the Unified 
Budget and Workplan (UBW) and the annual financial reports and statements and 
performance monitoring reports to the Program Coordinating Board (PCB). We 
have required separate reporting from UNAIDS on our supplemental contributions, 
i.e., to the UNAIDS Secretariat for Global Fund technical assistance and to 
UNAIDS Regional Support Teams (RSTs) and Country Offices for discrete 
activities such as regional conferences and Global Fund Country Coordinating 
Mechanism (CCM) Secretariats. 
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The Secretariat of UN AIDS submits a biennial financial report to the 
UNAIDS Programme Coordinating Board (PCB) for a review and audit. This audit 
is conducted by the PCB following the practices and standards outlined by the 
United Nations System Accounting Standards and WHO’s Financial Regulations 
and Financial Rules. These standards are aligned with changes made to WHO’s 
financial structure in 2008. UN AIDS is audited as an independent body, rather than 
under the umbrella of the WHO. An internal audit conducted by the PCB is 
supplemented with an external audit. The audit assesses both financial and 
managerial aspects of UNAIDS. 

For greater detail, the most recent UNAIDS financial report and audited 
financial statements for January 1, 2008-December 31, 2009 are available at 
vyww.unaids.org/en/media/unaids/contentassets/dataimport/pub/report/2010/20100 
527 20082009 financial report en.pdf 

The UN Board of Auditors is accountable to the UNICEF Executive Board 
and conducts biennial external audits of UNICEF’s financial statements. These 
external audit reports are available to the public on the Board of Auditors website. 
UNICEF’s internal audit office provides independent advice and assurance to 
management by carrying out performance and compliance audits. The internal 
audit reports are confidential and not posted on the organization’s website. 

Member states can request these reports in writing from the management with the 
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reasons for the request and a pledge of confidentiality. Following a period of 
consultation with the “concerned government” (usually the host government of the 
UNICEF country office or program that is the subject of the audit) and after 
determining whether the report contains sensitive information that needs to be 
redacted or withheld, UNICEF management provides access to the requested audit 
reports in UNICEF’s offices. 

WHO oversight and auditing functions include the Office of Internal 
Oversight Services (OIOS) which provides the internal oversight and audit 
functions for WHO worldwide. In addition, India currently serves as the WHO 
External Auditor, providing an independent assessment of the organizations 
financial statements. A five-member Independent Expert Oversight Advisory 
Committee (lEOAC) provides expert advice on financial and management matters 
to the Director-General and Member States. Reports of the External Auditor and 
summary reports of the Internal Auditor’s finding are posted online. The OIOS 
makes full Internal audit reports available to Member States upon request. 
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Questions for the Record Submitted to 
USAID Deputy Assistant Administrator for Global Health, Amie Batson 
Chairwoman Kay Granger (#13-17, 24) 

Subcommittee on State, Foreign Operations 
Committee on Appropriations 
March 31, 2011 


Question : 

The QDDR states that USAID will assume leadership of the Global Health Initiative if 
certain benchmarks are met. Please detail further what must be achieved met before 
USAID assumes the lead of the Global Health Initiative. 

Answer : 

Appendix 2 of the QDDR outlines the proposal to transition the leadership of the 
Global Health Initiative (GHl) to USAID upon its achievement of defined benchmarks 
aimed at ensuring USAID has the capacity and structures to lead a coordinated, inclusive, 
whole-of-govemment effort for GHI. The Report further notes that the decision to 
transition the Initiative by the end of FY 2012 will be based on an assessment of 10 
benchmarks. In response, USAID has undertaken a comprehensive and well-defined 
program to successfully meet the 10 benchmarks within the defined period. With 
guidance and support from the GHI Operations Committee - made up of the USAID 
Administrator, the Global AIDS Coordinator, and the Director of the Centers for Disease 
Control and Prevention - and the recently appointed Executive Director of the GHI, we 
are confident in our ability to meet the requirements for successfully transitioning the 
leadership of GHI to USAID. 


Question : 

Who in the Administration will decide if USAID has met these goals? 
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Answer ; 

The Secretary of State will make the final determination on transitioning the 
Global Health Initiative to USAID, drawing on the assessment and recommendation of 
the GHI Executive Director and Operations Committee. 

Question : 

Has the transition of leadership to USAID begun? 

Answer : 

In response to the QDDR, USAID has been vigorously pursuing a comprehensive 
and well-defined program to successfully meet the 10 benchmarks by the end of FY 
2012. With guidance and support from the GHI Operations Committee and the GHI 
Executive Director, we are confident in our ability to meet the requirements for 
successfully transitioning the leadership of GHI to USAID. For example, USAID has 
already conducted inclusive portfolio reviews of its major health programs with the 
participation of experts from sister agencies, research centers, foundations and other 
partners. In addition, through an effort called BEST (Best Practices at Scale in the Horae, 
Community and Facilities: An Action Plan for Integrated Programming in Family 
Planning, Maternal and Child Health and Nutrition), USAID is in the process of 
developing 5-year action plans for family planning, maternal and child health, and 
nutrition in 28 individual countries to ensure that under the Global Health Initiative 
USAID will focus on state-of-the-art, evidence-based programming. 
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Question : 

The President’s request includes $200 million of the global health request for a strategic 
reserve fund. Please provide specific budget justification for these funds in detail. 

Answer : 

GHI Plus countries would be supported in FY 2012 by a $200 million GHI 
Strategic Reserve Fund, with the Department of State and USAID each providing $100 
million. The Strategic Reserve would provide catalytic support to the learning agenda 
through GHI Plus countries. These resources, which are in addition to the country 
requests, would be programmed to advance innovation, while achieving outcomes across 
a range of programmatic areas (e.g., HIV/AIDS, malaria, maternal and child health), and 
the expansion of integrated platforms to foster a full range of health services and systems. 

FY 2012 funding would be used to: accelerate the scale-up of proven cost- 
effective and integrated interventions; design and implement an intensive monitoring and 
evaluation program directly linked to outcomes; and broadly disseminate findings for the 
benefit of both the countries involved and other governments and partners. The funds 
would be programmed rigorously to accelerate progress, and to improve the efficiency, 
effectiveness and sustainability of national health programs. 

Question : 

Who will decide how these funds will ultimately be spent if provided? 

Answer : 

The Global Health Initiative strategic reserve fund will be programmed by the 
S/GAC and the USAID Global Health Bureau, based on criteria approved by the GHI 
Operations Committee. 
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Question : 

The QDDR indicates that USAID will begin coordinating the Global Health Initiative in 
2012. What is the status of that transition? Are funds requested in the FY12 budget for 
this transition? 

Answer : 

USAID is already undertaking activities to meet the benchmarks for a successful 
transition of leadership of GHI to USAID, including establishing mechanisms to ensure a 
smooth and effective transition. USAID does not anticipate any funding requirements 
associated with the transition in FY 2012. 
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Questions for the Record Submitted to 
USAID Deputy Assistant Administrator for Global Health, Amie Batson 
Chairwoman Kay Granger (#18, 19, 20) 

Subeommittee on State, Foreign Operations 
Committee on Appropriations 
March 31, 2011 


Question : 

The Committee faced an amendment to H.R. 1 on the House floor this year dealing with the 
problem of forced sterilization policies in some African nations. Have the Tiahrt provisions of 
the State, Foreign Operations Act been violated there? 

Answer : 

USAID understands that there was recent confusion regarding the Government of 
Rwanda’s (GOR) voluntary sterilization program. The misunderstanding appears to stem from a 
February 10, 201 1, article that conflated the GOR’s HIV/AIDS prevention activities with its 
vasectomy activities. The article erroneously claimed that the GOR has instituted a target to 
perform 700,000 vasectomies and that USAID supports this program. 

As part of its comprehensive HIV/AIDS prevention efforts, the GOR has a goal to have 
700,000 men participate in voluntary male cireumcision. On February 1 1 , 201 1, the Rwanda 
Ministry of Health (MOH) issued a press release to elarify its activities regarding both voluntary 
vasectomies and voluntary male circumcision. The release notes: 

“The news that 700,000 Rwandans were to receive vasectomies was completely false and 
the result of an honest mistake by a local journalist who mixed up information on two separate 
Health Sector initiatives. " The Permanent Secretary, Dr. Agnes Binagwaho said: “Let there be 
no doubt, there is no target to carry out 700, 000 vasectomies nor will there ever be one. It would 
be both unethical and a violation of human rights to allocate targets to family planning options 
of this nature. ” The 700,000 target which has been mentioned erroneously in press reports is 
actually in regard to the government ’s goal to protect men from HIV infection through voluntary 
circumcision. That particular initiative is based on extensive scientific studies carried out in both 
Kenya and South Africa that show circumcision can reduce a man 's chance of contracting 
HIV/AIDS by around 60 percent, (sic) ” 
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USAID’s support for family planning in Rwanda includes information and access to a 
broad range of methods, so that women and couples are able to make an informed and voluntary 
choice about which method to use and whether to use any method of family planning. The USG 
also assists the MOH with activities relating to voluntary male circumcision, a crucial 
intervention to prevent the transmission of HIV/AIDS. 

USAID takes compliance with the Tiahrt Amendment — including the provision which 
requires the USAID Administrator to report any violation of the Tiahrt Amendment to 
Congress — very seriously. USAID programs are designed, implemented, and monitored in 
accordance with the Tiahrt Amendment, as well as other U.S. statutory and policy requirements 
related to family planning. The Agency and partner staff routinely discuss these requirements 
with GOR counterparts, as well as host-country governments in other countries receiving U.S. 
family planning assistance. 

Further, because of the permanent nature of sterilization, USAID has taken special 
measures to protect against its potential abuse. USAID support for voluntary sterilization 
services in any country must comply with the Policy Paper on Population Assistance, an Agency 
policy issued in 1982 that is complementary to the Tiahrt Amendment. This policy specifically 
requires that clients provide informed consent prior to receiving sterilization services and that 
such programs ensure ready access to other methods of family planning, while prohibiting the 
payment of incentives to induce clients to accept sterilization or to incentivize service providers 
and referral agents to provide sterilization services over other contraceptive methods. This 
policy, like the Tiahrt Amendment, codifies the principles of voluntarism and informed choice 
which have guided the Agency’s family planning program for over four decades. 
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Question : 

Please discuss the Tiahrt provision violation in Egypt that was notified to the Committee last 
year, specifically what measures USAID is taking to ensure violations do not occur again in 
Egypt. 

Answer : 

The Egyptian Ministry of Health implements the government’s public sector family 
planning activities nationwide and is responsible for policy related to service delivery projects. 
USAID/Egypt has provided a range of family planning support to the Government of Egypt 
(GOE) for more than 30 years. 

During routine field visits conducted by USAID/Egypt staff in September and November 
2010, evidence was found that referral agents in one district of Egypt receiving USAID family 
planning assistance were assigned a target of 14 new family planning users per month. These 
family planning targets are prohibited under the first provision of the Tiahrt Amendment, and are 
also inconsistent with current GOE’s policies on family planning; the GOE is a strong supporter 
of voluntarism. Despite this district’s practice of setting targets, USAID/Egypt determined that 
no evidence exists to suggest that family planning clients in the district (or elsewhere in Egypt) 
were coerced to use family planning or to use a particular method of family planning. 

However, USAID takes compliance with and any violation of the Tiahrt Amendment 
very seriously. The USAID Administrator, as required by the Tiahrt Amendment, determined 
that a violation occurred and USAID promptly notified Congress in late December 2010. Upon 
learning of the violation, GOE health officials promptly instructed officials in the district in 
question that this practice was inappropriate and it has ceased. To address USAID’s concern that 
other localities may also be implementing this practice, USAID/Egypt worked closely with GOE 
officials who quickly issued a letter to all health undersecretaries in the country that reiterated 
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the Ministry’s policy and practice prohibiting provider and referral agent targets and incentives 
related to family planning acceptance. 

Following this violation, USAID has and will continue to take a number of steps to 
improve compliance with the U.S. family planning requirements in Egypt. 

• USAID/Egypt will work with the GOE to ensure that USG and GOE policy are 
reinforced at the clinic level to ensure clear and consistent application of the policy 
throughout Egypt. Prior to implementation of future USAID family planning activities in 
any district in Egypt, USAID/Egypt will confirm with the new implementing partner that 
Ministry of Health leadership in each district: (1) received documentation on the GOE’s 
policy prohibiting provider and referral agent targets and associated incentives or 
penalties; and (2) communicated the policy to its health staff at all levels of the health 
system in the district. 

• USAID/Egypt and its implementing partners will strengthen their monitoring efforts by 
increasing the number of sites visited and staff interviewed (e.g., financial managers) and 
by asking more specific questions related to family planning targets to ensure compliance 
with the U.S. family planning requirements at applicable service delivery sites. 

• To provide additional compliance support at the Mission, USAID/Egypt created an 
Arabic-speaking position for routine monitoring and compliance activities for the 
Mission’s family planning activities. These activities will include conducting site visits 
throughout the country and developing an annual plan for training USAID staff, 
implementing partners and GOE counterparts in family planning compliance. The 
position has been advertised and the testing and interview phase of the candidate 
selection process has begun. 
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USAID/Washington will continue to provide assistance to all USAID Missions providing family 
planning assistance to review U.S, legislative and policy requirements and to ensure that these 
requirements are explicitly communicated to implementing partners. 

Question : 

How will the Administration ensure that family planning restrictions are implemented at the 
country-level when programs will be integrated under the Global Health Initiative using partners 
that may not be familiar with U.S. restrictions? 

Answer : 

The President’s Global Health Initiative (GHI) recognizes the increased impact that can 
be achieved through the smart and efficient integration of certain health programming and by 
ensuring delivery systems meet the holistic needs of an individual when they go to a health 
facility. For example, clinics providing family planning and antenatal services can deliver 
interventions that prevent mother-to-child transmission of HIV (PMTCT), and strong PMTCT 
programs can be broadened to deliver family planning and antenatal care. The improved care 
established through the integration of these and other services will benefit pregnant women - 
including those living with HIV- and produce lasting progress for the entire community. 

USAID respects that individual activities within an integrated health program must 
comply with specific requirements, as stipulated by the Foreign Assistance Act of 1961 and as 
amended by the annual Foreign Operations Appropriations Act. For example, all USG foreign 
assistance activities are subject to statutory requirements related to abortion and involuntary 
sterilization, while family planning activities are subject to additional statutory and policy 
requirements. In situations where family planning programs are integrated with other health 
programs, any partner that receives USAID funding must comply with the respective 
requirements applicable to each activity. 
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USAID field staff routinely train family plaiming partners, including new partners, on 
these requirements and ensure that program design, implementation and monitoring practices are 
conducted in compliance with such provisions. Recognizing the GHFs emphasis on smart 
integration, USAID has been including partners with expertise in other health areas — such as 
HIV/AIDS and maternal and child health — in these activities to sensitize them to the U.S. 
family planning requirements and expected monitoring activities. 

USAID is also working with USG counterparts, which also implement GHI, to raise 
awareness regarding the U.S. family planning requirements. In the case of integrated HIV/AIDS 
and family planning programs, for example, USAID is working in conjunction with the Office of 
the Global AIDS Coordinator to integrate activities, while being mindful of applicable 
requirements and ensuring that such activities can be conducted through a range of partners. 
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Questions for the Record Submitted to 
USAID Deputy Assistant Administrator for Global Health, Araie Batson 
Chairwoman Kay Granger (#21, 22, 23) 

Subcommittee on State, Foreign Operations 
Committee on Appropriations 
March 31, 2011 


Question ; 

The President's FY12 request for the Global Alliance for Vaccines and Immunizations, or OAVl, 
is $1 15M, or a $37M increase over the FYIO level. Most of the increase is associated with new 
vaccines. Please provide details about the cost differential between old vaccines and new ones, 
and whether or not prevention is more cost effective than treatment. 

Answer : 

Traditional vaccines - such as measles, diphtheria-tetanus-pertussis (DTP), and polio - 
have been in existence for so long, with so many producers around the world using old non- 
patented technologies, that their cost is low, often between US$0. 10 and US$0.75 per dose. The 
cost of newer vaccines is significantly higher; in 2010, these vaccines range from between US$ 
1.00 and US$3.50 per dose. Other new vaccines for OAVI do not yet have prices, since they 
have not yet been purchased. Although prices are expected to drop over time, new vaccines are 
much more complicated vaccines and require challenging technologies to produce. However, 
these vaccines are still cost-effective. The price to prevent a death due to pneumonia or diarrhea 
through immunization of children is significantly less than the cost associated with facility-based 
treatment in most countries. While low-cost community-based treatments have been introduced 
to treat common diarrhea and acute respiratory infections, the efficacy has usually been 
inadequate for addressing diseases like rotavirus and pneumococcus pneumonia. In these cases 
the best economic, public health and social strategy is to prevent the disease. 
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Question ; 

What percentage of vaccines provided by GAVI have to be discarded? What percentage as a 
result of spoilage? What can USAID do to improve the security of procured vaccines, and has 
USAID looked at this issue in depth? 

Answer : 

All national immunization programs incur a certain amount of vaccine “vvastage” due to 
acceptable practices, such as opening a multi-dose vial to immunize a child and having to discard 
the remaining doses because the vaccine has been exposed to air for too long a period, and 
unacceptable practices, such as poor stock management that may result in vaccine being exposed 
to heat or extreme cold unnecessarily or expiring before use, On average, about 15 percent of 
vaccines (all vaccines, not just GAVI vaccines) are “wasted” due to a number of reasons, 
including the following. 

• In unopened vials — expiry, vaccine vial monitor indication, heat exposure, freezing, 
breakage, missing inventory, theft, discarding unused vials returned from an outreach 
session 

• In opened vials — discarding remaining doses at the end of a session, not being able to 
draw the number of doses indicated on the label of a vial, poor reconstitution 
practices, submergence of opened vials in water, suspected contamination, patient 
reaction requiring more than one dose 

In some settings the percentage of wasted doses can be higher but USAID, UNICEF and 
other immunization partners work diligently with countries to keep wastage rates below 15 
percent, USAID provides bilateral support to some countries for complementary activities to 
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strengthen immunization systems, through which vaccines are delivered. Key elements of these 
activities include 

• strengthening cold chain and logistics systems; 

• providing technical assistance for new vaccine introduction preparedness (e.g., new 
vaccine assessments, health worker training, developing training materials, waste 
management planning, social mobilization); and 

• Providing technical assistance to reach un- and under-immunized children. 

In the area of immunization management and practice, USAID has provided technical 
assistance and training to the health workers to improve vaccine practices, resulting in some 
decreased vaccine wastage. Technical assistance has also been provided to improve procurement 
and forecasting practices to ensure that vaccine supplies always match with vaccine demand, 
thus preventing wastage due to over-supply. USAID has shared its expertise through advisory 
groups working with vaccine manufacturers to establish optimal vaccine presentation that are 
better suited for the level of demand in developing countries. This will ensure more appropriate 
vial sizes that better match with the level of demand at isolated health posts. USAID has also 
provided technical and financial assistance to countries to improve cold chain capacity and to 
improve the management of cold chain and logistics systems. USAID led the development of the 
Vaccine Vial Monitor, an indicator that goes on each vial and shows whether that vial has been 
exposed to adverse temperature for a prolonged period of time. This has reduced wastage as it 
takes some of the guess work out of knowing whether vials of vaccine are still viable or not. 
These monitors are used to support many vaccines and can have a dramatic impact on wastage. 
USAID will continue to provide technical and financial assistance to countries to ensure that 
immunization systems and practices limit the amount of vaccines that are needlessly wasted. 
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Question ; 

15% of GAVI's program is devoted to cash assistance programs to 44 different countries to fund 
improvements to health systems. How is this coordinated with USAID bilateral programs, and 
what is GAVI doing to ensure the transparency and accountability of these funds? 

Answer : 

The funds the United States provides to GAVI are used for vaccine purchase only and are 
not directed to other programs, such as the cash assistance programs. The risk element for public 
sector vaccines is very low. In countries where there is both a USAID bilateral program and 
GAVI program presence, we encourage our health officers and bilateral projects to coordinate 
immunization activities. We also encourage USAID health officers to participate in 
immunization Inter-agency Coordinating Committee meetings to protect and capitalize on our 
investments that are made at the global level. 

In 2009, the GAVI Alliance Board, with USAID’s active encouragement, implemented 
stronger measures, including the establishment of a Transparency and Accountability Policy 
(TAP) and an Internal Audit Function. In addition, a review of GAVI’s TAP is currently 
underway and is to be presented to the GAVI Board at the July 2011 meeting to ensure GAVI is 
doing all it should with regard to risk management. To reduce the risk of misuse in its cash-based 
programs, the GAVI Secretariat employs several safeguards, 

1 . Initial Assessment: Prior to providing cash-based support to any country, GAVI’s 
Transparency Accountability Unit assess a country’s financial management controls to 
ensure that any weaknesses are addressed first. These financial Management 
Assessments are conducted on an ongoing basis in countries that receive GAVI cash 


support. 
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2. Early Warning System; GAVI’s Transparency and Accountability Unit oversees an “early 
warning system” that makes use of external sources of information, including using the 
experience of GAVI partners and other organizations, such as UN agencies, bi-iateral donors 
and other aid agencies, with presence in GAVI-funded countries, 

3. Independent Audit Annually: Additionally, to manage the risk of misuse, all countries 
benefiting from GAVFs cash-based programs undergo independent external audits on an 
annual basis. GAVI's internal auditor independently performs verifications of the 
robustness of the entire system of controls. 

These safeguards provide a deterrent to potential funding misuse and have improved the 
effectiveness of GAVTs response in cases when controls have been identified as weak or the 
appropriation of GAVI funding has been questioned. When GAVI suspects misuse of its funds, 
they have a zero tolerance policy. All cash disbursements to the program are halted and funds in- 
country are frozen pending an investigation by GAVI. If misuse is confirmed, GAVI’s funding 
agreement with a partner government requires the repayment of any missing funds. Even when 
cash programs are suspended, vaccines support ordinarily remains uninterrupted, because of the 
low risk of misuse and to ensure that needy children do no unnecessarily suffer. 

In partnership with the Secretariat, those responsible for the implementation and 
oversight of GAVFs cash-based programs also include the following: 

1 . Recipient governments who are primarily responsible for implementing and maintaining 
adequate systems of internal control, monitoring and (internal) audit in accordance with 
national laws and government rules and regulations; 

2. Inter-Agency Coordinating Committees (ICCs) and Health Sector Coordinating 
Committees (HSCCs) are the coordinating and monitoring bodies that include GAVI's in- 
country partners (WHO, UNICEF, World Bank), as well as bilateral and multilateral 
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agencies and civil society organizations; their primary role is to oversee Immunization 
Service Support, and Health Systems Strengthening program implementation; 

3 . Independent Review Committee of independent experts who review and evaluate all 
proposals and annual progress reports submitted to the GAVI Secretariat; and 

4. External auditors that are independent from the program and are engaged to audit the 
program's financial statements on an annual basis. 
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Questions for the Record Submitted to 
USAID Deputy Assistant Administrator for Global Health, Amie Batson 
Representative Nita Lowey (#1) 

Subcommittee on State, Foreign Operations 
Committee on Appropriations 
March 31, 2011 


Question : 

Child survival and maternal health: Evaluation of these programs is key. What effort is 
underway to establish baseline data for countries where the U.S. government will work? 
How will progress on expanding services be evaluated? 

Answer : 

Ongoing evaluation of impact is critical to reaching the Global Health Initiative 
(GHI) goals of a 35 percent reduction in the under-five mortality rate and a 30 percent 
reduction in the maternal mortality ratio, relative to a 2008 baseline, in the 24 countries 
targeted as maternal and child health focus countries under the GHI. To this end, we are 
establishing tracking systems for the key outcome indicators, such as skilled attendance 
at birth and immunization coverage rates that directly relate to child and maternal 
mortality. 

Obtaining reliable outcome-level indicators requires household-level survey 
instruments, such as the Demographic and Health Surveys (DHS), largely supported by 
USAID, and UNICEF’s Multiple Indicator Cluster Surveys. Indicators in these two 
surveys have been successfully harmonized over the past decade, and the results are 
considered the gold standard for measuring change at the country level. Country-level 
data using these survey tools is gathered every 3-5 years. For mortality data, the results 
from the individual country surveys are rolled up into overall averages on an ongoing 
basis. Nevertheless, because it is important to know that individual country programs are 
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making progress in shorter timeframes, we are also investing in establishing additional 
techniques based on smaller sample sizes and “continuous DHS” methodologies. 

For consistency, we have used best estimates from the DHS as of 2008 to 
establish country-level baselines for mortality and service indicators in each of the GHI 
maternal and child health (MCH) focus countries. 

Beyond impact evaluation at country level, we are also applying the newly- 
established USAID Evaluation Policy to systematic program evaluation in MCH. This 
new policy will improve data collection to inform decision making, improve our ability to 
learn from implementation experiences and use that knowledge to enhance future 
strategic decisions about program design and implementation, and increase the 
transparency of our work. One example is an evaluation currently underway of our 
Maternal and Child Health Integrated Program, which has activities ranging from 
technical assistance to bilateral implementation in over 34 countries. This evaluation will 
be complete by July 2011. 

Question : 

How will USAID expand access to programs that reduce maternal mortality? What will 
be the central interventions in this effort? What will be done to increase access to 
maternal health services at the community level? 

Answer : 

USAID will expand efforts to identify, document and implement effective 
approaches addressing key barriers to use of maternal health services. These barriers 
include: cost of obtaining services; poorly functioning referral systems; lack of 
communications and transport; disrespect and abuse of childbearing women; inadequate 
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supply, training, deployment and retention of birth attendants and surgeons; and poor 
quality of care. 

USAID’s close collaboration with ministry of health programs and alignment with 
country goals and strategies, as well as close collaboration with other development 
partners, support country-led initiatives to reach MDG 5 targets and promote rapid uptake 
to improve access to maternity care. USAID is applying its technical resources to build 
capacity in financing mechtinisms, quality improvement, drug and supply logistics 
systems, pre and in-service educations systems, and health information systems to 
improve availability of high quality care. In addition, USAID is developing innovative 
programs, such as work in urban slums, to provide insights into how to best provide 
services to the poor and vulnerable. 

USAID country action plans outline the most significant high impact 
interventions that are included in USAID country programs. Typically they include; 

• Scale up immediate, high-impact interventions 

- Implementation of Active Management of the Third Stage of Labor to 
prevent post-partum hemorrhage 

- Strengthening skills of midwives and other skilled birth attendants through 
pre-service and in-service training 

- Counseling women/families on healthy timing and spacing of pregnancies 
and provide contraceptives 

- Expansion of delivery of quality, focused antenatal and post-partum care. 


Expand medium-term interventions 
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- Improvement and expansion of infrastructure to provide culturally 
appropriate and high-quality delivery facilities 

- Improvement of transport and referral systems for births and obstetric 
complications 

- Strengthening integrated commodity chains for essential drugs; ensuring 
uterotonic drugs, magnesium sulfate, antibiotics and essential 
commodities and equipment are available at all facilities. 

- Enhancing quality of basic and emergency obstetric care at facilities 
• Tackle longer-term health systems strengthening 

- Strengthening and expansion of pre-service training of midwives and other 
skilled birth attendants 

- Reduction of financial barriers to services 

- Integration of systems for drugs and other commodities and the logistics 
for delivering them 

Recognizing that close to 50 percent of births in developing countries still take 
place at home and in commimities, USAID has redoubled its efforts to ensure that women 
and families in communities receive life-saving care for normal birth and early and 
prompt treatment of complications. USAID’s work on task-shifting and support for 
appropriate expansion of the work of community health workers are keys to this effort. 
USAID will expand its work in communication for behavior change to improve women’s 
and community knowledge of signs of life-threatening complications of pregnancy and 
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birth. This will be done through traditional approaches, including mass media, as well as 
through new technologies, such as mobile health. USAID is also expanding its programs 
supporting increased male involvement in establishing birth plans that include planning 
for transport, encouraging saving money for costs, and pre-identification of blood donors. 
Furthermore, USAID supports community mobilization programs to bring the need for 
“24/7 care” with well-equipped facilities and skilled personnel to the attention of 
government officials. USAID is also working with communities to test models, such as 
“social watch,” to bring families and community leaders into active participation in 
accountability systems. 

Question : 

What efforts will be done to decrease neonatal mortality? 

Answer : 

USAID’s efforts to decrease neonatal mortality focus on the leading causes of 
neonatal mortality: asphyxia, sepsis, and prematurity. Most (60-90 percent) of these 
deaths occur in low-birth weight babies. Neonatal mortality is also very dependent upon 
USAID improvements in maternal health, particularly maternal nutrition and skilled birth 
attendance as well as ante- and post-natal care. 

For asphyxia, USAID has been instrumental in the technical development, initial 
testing, and scale-up of “Helping Babies Breathe” (HBB), which is a newborn 
resuscitation program that can be used by front-line health workers. Through the work of 
the HBB Global Development Alliance - with the National Institute of Child Health and 
Human Development, Laerdal Medical AS, the American Academy of Pediatrics, and 
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Save the Children - this program is now being implemented and scaled-up in over 25 
countries. 

Newborn resuscitation is only one piece of essential newborn care (ENC); it also 
includes measures, such as immunizations, hygienic cord care, early and exclusive 
breastfeeding, and thermal control (i.e., drying and wrapping, skin-to-skin, and delayed 
bathing). USAID is improving ENC in Bangladesh, India, Malawi, Mali, Nigeria and 
Zimbabwe as well as countries scaling-up HBB. 

To reach newborns early and where they are bom, sepsis management is being 
addressed by USAID innovations with chlorhexidine for umbilical cord care, as well as 
community-based newborn infection management with antibiotics. USAID has also 
launched a “Handwashing for Newborn Survival” Global Developmental Alliance with 
Unilever-Lifebuoy, starting in Bangladesh and Indonesia, which addresses the critical 
role of water, sanitation, and hygiene in newborn infection management. 

USAID is also promoting Kangaroo Mother Care (KMC), where a low-birth 
weight baby is strapped skin-to-skin to the mother’s chest, wearing only a diaper and 
warm hat or cap. This promotes warmth and regulates the baby’s temperature, and 
encourages weight gain as well as uptake and duration of breastfeeding, and reduces 
infection. KMC is an easy and inexpensive intervention that can effectively be applied 
and replicated in home, community and hospital settings. 
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Questions for the Record Submitted to 
USAID Deputy Assistant Administrator for Global Health, Amie Batson 
Representative Nita Lowey (#2) 

Subcommittee on State, Foreign Operations 
Committee on Appropriations 
March 31, 2011 


Question : 

Microbicides - Giving Women Power Over AIDS: With USAID and NIH leadership, proof of 
concept has been established for an anti-retroviral based microbicide to prevent HIV infection in 
women. But now it seems that funding rather than science remains the primary obstacle in the 
ability to provide these life saving products to women who need them most. Despite this historic 
breakthrough, the President's budget did not request additional resources to conduct trials and 
make microbicides available to women who need them. 

What is USAID's plan for expediting the additional work needed on tenofovir gel to get a 
product approved and available to women? 

Answer : 

With the success of the CAPRISA 004 clinical trial of 1% tenofovir gel, USAID is 
focusing on the need to confirm this product’s safety and effectiveness and to simultaneously 
prepare for introduction of this new HIV prevention technology that will help meet the needs of 
women in developing countries. 

Following the high-level “Microbicide Stakeholders” meeting convened by the USAID 
Administrator in November 2010, the Agency has defined the major steps needed over the next 
two years to expedite licensure and introduction of 1% tenofovir gel as soon as possible after 
regulatory approval. As part of USAID’s continuing leadership in the microbicide field and 
unique role as a development agency, the Agency is committed to aggressively pursue these 
objectives, while working closely with other USG agencies, in-country government agencies, 
non-govemmental partners, and other key stakeholders at the global, national, and community 


levels. 
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In continued partnership with investigators and government agencies in South Africa, the 
confirmatory clinical trial that may be pivotal for the needed regulatory approvals in South 
Africa, the U.S., and other countries in Africa, is now approved for funding, based on the 
recently completed and favorable expert external review that was coordinated between USO 
agencies. Implementation is expected to begin in the next month. Other supporting studies that 
are required by the FDA and other regulatory agencies before product approval are also 
underway or planned. 

Simultaneously, USAID has also developed a strategic plan for raicrobieide introduction 
that targets the highest priority activities that can be designed, implemented or initiated in the 
next two years. This plan reflects the Agency’s historic experience in product introduction, as 
well as extensive consultations and deliberation. Implementation of this plan will: be informed 
by the best evidence and expertise available; establish, communicate, and deliver value to key 
stakeholders; and continue to focus on the highest priority needs of women and girls. Specific 
and targeted activities will focus on regulatory, manufacturing, and financing needs; policy 
development; operations research to optimize microbicide introduction and delivery; and other 
preparatory work in selected countries where there is an immediate need for microbicides and 
where USAID has existing partnerships with key stakeholders. 

It is anticipated that activities in the first year will largely be implemented through 
existing mechanisms and partners, and will need to be supported with existing USAID resources. 
Activities in year two and beyond will include new mechanisms and new partners, as needed, 
and be subject to the availability of future resources and procurement decisions. The highest 
priority ongoing activities will be continued as we implement this plan, and every opportunity 
for efficiency, cost savings, and collaboration with other donors will be pursued. 
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Question : 

We know that longer acting methods of delivering microbicides will be needed to improve the 
effectiveness of the products. What is USAID doing to develop longer acting microbicides, such 
as vaginal rings that are being developed to protect women from HIV for up to a month at a 
time? 

Answer : 

USAID fully recognizes the need to build on the recent scientific breakthroughs by 
continuing to advance new HIV prevention products that are safe and highly effective. The AIDS 
pandemic calls for a variety of HIV prevention methods to ensure women and others at risk have 
choices and can use the method that best suits their needs. Long-acting and other alternative 
formulations may clearly be more cost-effective products for public sector programs. 

Contingent on the availability of resources, USAID priorities include: 

• Advancing the Dapivirine Vaginal Ring as an ARV-based new formulation; 

• Combination products such as dual mechanism microbicides, as well as multi- 
purpose microbicides that also prevent pregnancy or other STIs; 

• Novel formulations, dosing regimens, and delivery methods that will enhance product 
acceptability and effectiveness for women; and 

• Development of other ARV or non-ARV-based leads 

Very promising leads already exist in these high-priority categories, and programmatic 
and financial support is needed to move them toward regulatory approval and provision through 
public sector programs in developing countries. 
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Questions for the Record Submitted to 
USAID Deputy Assistant Administrator for Global Health, Amie Batson 
Representative Nita Lowey (#3) 

Subcommittee on State, Foreign Operations 
Committee on Appropriations 
March 31, 2011 


Question : 

We have been told that in order to maximize the impact, USAID is developing new 
multi-year “Action Plans” for maternal and child health, the Fistula Program, and 
Nutrition in 28 GHI countries. 

• Can you describe these action plans? 

• What type of best practices are you incorporating into these plans? 

• How are you linking these action plans to the PMI, PEPFAR, and other 
USG programs? 


Answer : 

USAID is in the process of developing 5-year action plans for family planning, 
maternal and child health, and nutrition in 28 individual countries where needs are the 
greatest. This process, titled BEST (Best Practices at Scale in the Home, Community and 
Facilities: An Action Plan for Integrated Programming in Family Planning, Maternal and 
Child Health and Nutrition), ensures that under the Global Health Initiative USAID will 
focus on state-of-the-art, evidence-based programming. 

The BEST action plans, which are approximately 20-30 pages in length, cover: 
country context, including the status of health programs and the health sector; priority 
interventions based on epidemiology, impact and cost-effectiveness; opportunities to 
integrate services to increase program effectiveness; key areas of health system 
strengthening; links between PMI, PEPFAR, P.L. 480 Title II and other USG programs; 
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opportunities to leverage other donors’ investments; potential areas of innovation and 
program-based learning; and indicators and plans for monitoring. 

Each BEST action plan is: tailored to the country’s health situation and priorities; 
at a scale sufficient for substantive national impact; supports actions in the home and 
community, as well as in facilities; and takes advantage of “smart’ integration — 
integration that makes technical, financial, and cultural sense. For example, in 
Bangladesh’s plan, women’s post-partum visits will be used to improve care of the infant, 
promote breastfeeding for improved nutrition of the infant, and offer family planning 
options so these opportunities are not missed. In the fistula program, USAID supports 30 
fistula repair centers in 1 1 countries. Action plans include prevention of the complication, 
repair of the injury, and reintegration of women back into their communities. Fistula 
prevention is integrated into maternal and child health, PEPFAR and PMI programs. 

Many of the 28 BEST countries also receive PEPFAR and PMI investment and 
support from other USG programs. BEST action plans outline opportunities for 
leveraging and collaborating across the health sector and more broadly, across 
development. For example, Ghana’s plan notes the opportunity to use community case 
management to prevent and treat malaria, pneumonia, diarrhea, and other key illnesses. 
Furthermore, BEST action plans outline integration and partnership beyond the health 
sector. In Malawi, nutrition programs will collaborate closely with maternal and child 
health programs, agriculture, and water and sanitation - to increase the availability and 
consumption of more nutritious foods, to prevent and treat diarrhea, and to help 
strengthen the resilience of vulnerable households. 
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Questions for the Record Submitted to 
USAID Deputy Assistant Administrator for Global Health, Amie Batson 
Representative Nita Lowey (#4) 

Subcommittee on State, Foreign Operations 
Committee on Appropriations 
March 31, 2011 


Question : 

The malaria program has seen exponential growth over the past few years and the fiscal 
year 2012 budget continues this trend. Is there capacity to expand bilateral programs in 
this manner? How are we leveraging the significant investments in malaria and TB by 
the Global Fund to Fight AIDS, TB and Malaria? 

Answer : 

Under the Global Health Initiative (GHl), the goal for the President’s Malaria 
Initiative (PMI) is to reduce the burden of malaria by 50 percent for 450 million people, 
representing 70 percent of the at-risk population in Africa. To move toward that target, 
PMI expanded programs during FY 201 1 in the Democratic Republic of Congo (DRC) 
and Nigeria, as well as the Greater Mekong Sub-Region of Southeast Asia. DRC and 
Nigeria are two of the highest-burden countries in Africa, and with large populations, 
both countries will require extensive investment to scale-up malaria control interventions. 
These two countries combined will require more than $70 million annually, as they 
increase service provision, procure necessary commodities and provide support to the 
national malaria control plans and local governments. In addition, PMI is expanding its 
efforts in the Mekong Sub-Region to help contain the spread of artemisinin-resistance, a 
major threat to malaria control worldwide. PMI will also continue providing financial and 
technical support to national programs to sustain the gains already made through 
investments in the original 15 countries in controlling malaria. 
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PMI and Global Fund-financed programs are closely interlinked in all PMI focus 
countries. At PMFs launch, one of the criteria for selecting focus countries was that the 
country must have already had the involvement of other international donors and partners 
in national malaria control efforts. Another key principle of PMI is that our annual 
operational plans are all drafted within the parameters of robust, existing national malaria 
control plans. In this way, PMI positions itself as a gap-filling program, which helps 
extend technical capacity and commodities beyond the limits of national programs. From 
the beginning, PMFs objective has been to help "make the Global Fund money work." 
PMI staff help prepare Global Fund grant proposals; respond to questions raised by the 
Global Fund Technical Review Panel; assist with the development of the Global Fund 
monitoring and evaluation, and procurement and supply management plans; and perhaps 
most importantly, help overcome Global Fund bottlenecks. 
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Questions for the Record Submitted to 
USAID Deputy Assistant Administrator for Global Health, Amie Batson 
Representative Nita Lowey (#5) 

Subcommittee on State, Foreign Operations 
Committee on Appropriations 
March 31, 2011 


Question : 

Neglected Tropical Diseases: The fiscal year 2012 budget cuts $55 million for neglected 
tropical diseases (NTDs), from the 201 1 request of $155 million to $100 million. 

Why the decrease in funding? 

Answer : 

The decrease in the request for NTDs from the fiscal year 2011 level of$155 
million to the fiscal year 20 1 2 level of $ 1 00 million takes into account the difficult 
budget environment we face, as well as the other competing priorities for development 
assistance. 

Since 2006, USAID has programmed $135 million to support large-scale 
implementation of preventive chemotherapy for the targeted NTDs in 17 countries. 

These investments have supported the delivery of more than 418 million NTD treatments 
to approximately 1 85 million people. In the last two years, the U.S. investment has 
resulted in donations of more than $1.3 billion in medicines from the pharmaceutical 
industry. 


Question : 
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What are the goals for this funding and what can be achieved with it in the upcoming 
fiscal year? 

Answer : 

The goals for USAID’s NTD Program are to reduce the prevalence of the 7 
targeted NTDs by 50 percent among 70 percent of the world’s affected population, 
contributing to: (1) the elimination of onchocerciasis in Latin America; (2) the global 
elimination of lymphatic filariasis; (3) the global elimination of blinding trachoma, and 
(4) global elimination of leprosy. 

Thirty countries account for more than 70 percent of the global burden of the 
targeted diseases. With resources provided to date, USAID’s NTD Program has expanded 
to target 17 of these countries. With FY 201 1 resources, the USG will launch NTD 
activities in 2-3 additional countries, and continue scaling-up or supporting nationally- 
scaled integrated NTD control programs in the 17 countries currently supported by the 
program. If fully funded with FY 2012 resources, an additional 3-5 countries will be 
added to the program. 

In FYl 1, over 420 million treatments will be delivered. The elimination of 
onchocerciasis will be confirmed in at least one new country in Latin America, and 
treatments for trachoma and lymphatic filariasis will be stopped in several districts in 
Ghana, Niger, and Mali, due to achievement of milestones to interrupt transmission of 


these diseases. 



727 


Questions for the Record Submitted to 
Ambassador Eric Goosby by 
Representative Nita Lowey (#6) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 31, 2011 


Question : 

HIV/AIDS 

A) Would you detail how the goals to both HIV/AIDS treatment and prevention 
will be reached? 

B) Please address reports of large sums that have been obligated to countries, 
but has not yet been expended or put on contract with local NGO’s. 

C) The next phase for PEPFAR has an increased focus on transition from an 
emergency response to promotion of sustainable country programs, integrate 
and coordinate HIV/AIDS programs with broader global health and 
development programs, expand prevention, care, and treatment, and 
strengthen host country ownership. How will this new priority impact 
implementation of global HIV/AIDS programs? 

Answer : 

A) PEPFAR is committed to supporting partner nations in mounting 
comprehensive HIV/AIDS responses - including prevention, care and treatment. 
PEPFAR is working with governments, implementing partners, and civil society at 
the country level to ensure that its prevention, care and treatment efforts respond to 
the country context and need. 

PEPFAR is on track to reach our goal of directly supporting more than 4 
million people on treatment by 2014. In FY 2010 the U.S. directly supported life- 
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saving antiretroviral treatment for more than 3.2 million people, up from 
approximately 1 .7 million in FY 2008. Smart investments are the key to our 
continued expansion of treatment programs. By increasing our reliance on generic 
drugs, finding cheaper ways to move commodities to programs, and engaging in 
studies to better understand and drive down costs, we can identify and implement 
efficiencies that can better target resources to save more lives. 

The concept of smart investments is also integral to PEPFAR’s efforts to 
achieve our prevention goals. PEPFAR’s prevention programs scale up 
Interventions with the strongest evidence base and the largest impact on new 
infections, particularly among populations most at risk. A key example is 
PEPFAR’s work to expand prevention of mother-to-child-transmission (PMTCT). 
In 2010 alone, PEPFAR directly supported PMTCT efforts for more than 600,000 
pregnant women living with HIV, allowing more than 1 14,000 infants to be bom 
HIV-free -a significant increase over prior years. Increasing integration of 
PMTCT activities into antenatal clinics also supports broader goals for maternal 
and child health. 

Another example is PEPFAR’s leadership to advance rapid scale-up of 
voluntary medical male circumcision (VMMC), a highly protective intervention 
against HIV infection. VMMC has the ability to save both an extraordinary number 
of lives and a large amount of money - which in turn allows us to save more lives. 
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Studies show that if we rapidly scale up circumcision to 80 percent coverage over 
5 years in Eastern and Southern Africa, we can prevent 20 percent of all new HIV 
infections in that region - an incredible 4 million infections averted. And doing so 
would save over $20 billion dollars over a 16-year period. In Kenya’s Nyanza 
province, PEPFAR supported the Government in an intensive effort that performed 
more than 30,000 male circumcisions in 30 working days, coupling this effort with 
other prevention messaging and support. 

B) As noted in our most recent quarterly report to Congress, as of the end of 
second quarter of Fiscal Year (FY) 2011, about 84 percent of the total Global 
Health and Child Survival (GHCS)-State appropriation to PEPFAR from FY 2008- 
2010 was obligated. The total GHCS-State (FY 2008-2010) carryover is about 
$2.5 billion. Of this amount, about $230 million reflects funds that were recently 
notified and are pending transfer to the agencies for implementation and 
obligation. The remaining amounts that have not been obligated have a planned 
purpose to support the PEPFAR program, as explained below, and the majority of 
the carryover balance will be obligated by the third quarter of FY 201 1 (see 
estimated timeline below). PEPFAR is taking steps to facilitate future budget 
planning and execution processes and to improve agency obligation times, with the 
aim of increased coordination with partner governments and implementers. 
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GHCS State (X1031) FYil Carryover Obliftation Plan ($ in Millions) 

Starting 

Carryover, 

FY20n 

Q1 

Q2 

Q3 


Total 

Obligations from 
PrtcM’ Year Funds 

inFYMU 

FY 3)11 Year End 
Unob%ated 
Balance Irom 

Prtor Year Funds 

2,490 

180 

230 

960 

560 

1,930 

550 


PEPFAR’s carryover reflects the program’s continued commitment to 
Partnership Frameworks (PFs), five-year joint strategies negotiated with partner 
governments, with the goal of strengthening the commitment and capacity of 
countries in the fight against HIV/AIDS. PFs are designed to promote the 
principles of country ownership, sustainability, engagement with civil society, and 
integration of HIV/AIDS into a broader health and development agenda. PFs 
require a significant amount of time to appropriately negotiate with partner 
governments, and have been incrementally approved and signed, resulting in the 
incremental approval, transfer, and expenditure of PF funds for countries. To date, 
approximately $700 million in FY 2008-2010 planned resources have been 
associated with 21 signed PFs. 

A related factor in carryover has been delays associated with the 
procurement process as certain programs shift to local partners as part of 
PEPFAR’s move towards country ownership. In addition, where possible, 
PEPFAR is promoting transition of service delivery responsibility to the local 
level, supporting leadership by governments and indigenous non-govemmental 
organizations. Procurement reforms and capacity-building take time, as steps to 
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ensure continued quality are needed to prepare for successful transitions. We agree 
that PEPFAR must move our money to programs efficiently and responsibly. 
PEPFAR has prioritized this issue and continues to aggressively analyze 
unobligated balances across the entire program. We will continue to share our 
analysis with Congress in our quarterly reports. 


5 



732 


PEPFAR Summary Financial Status Obligations) By Country Activity As of December 31, 2010: 
FY 2004-2010 Appropriations (S in thousands) 
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C) In this second phase, PEPFAR is focusing on the promotion of 
sustainable country programs with integrated global health and development 
programs. Strong government leadership of the health system is integral to long- 
term success, and health systems are strongest where governments have leadership 
and technical skills to address health system weaknesses. A focus on country 
ownership is critical to ensure that capacity is built in technical and program areas 
of HIV/AIDS (e.g. prevention, treatment, and orphans and vulnerable children care 
programs). In addition, country ownership requires capacity in financial 
management and technical areas so that programs supported by PEPFAR are as 
effective as possible and able to transition to long-term sustainability. As noted, a 
key component of PEPFAR’s country ownership strategy is the promotion of 
Partnership Frameworks (PFs) between the United States and partner governments. 
To date 19 countries and two regional programs have signed PFs. 

PFs have provided the basis for discussions with governments on long-term 
planning and alignment between PEPFAR and national strategies. In addition, PFs 
provide the mechanism for dialogue around investments in capacity by both the 
partner government and PEPFAR, all of which are the building blocks for country 
ownership. Through the PF mechanism, we have seen many countries embracing 
increased ownership of their health programs, in turn allowing PEPFAR programs 
to be implemented in ways that better support national strategies. 


7 



734 


For example, as part of the PF between Nigeria and the United States, the 
Government of Nigeria is committed to being the leader and steward of its efforts 
to fight HIV/AIDS. Nigeria’s commitment includes increasing its financing from 
7% of the national HIV/AIDS response in 2008 to 50% by 2015. Nigeria’s 
growing assumption of financial responsibility will afford PEPFAR increasing 
flexibility in implementation across all countries. 
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Questions for the Record Submitted to 
Ambassador Eric Goosby by 
Representative Nita Lowey (#7) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 31,2011 


Question ; 

Global Fund : The PEPFAR strategy suggests that the Global Fund will be a key 
component of PEPFAR’s sustainability plans and that those investments are 
complementary. The budget request increases funding for the Global Fund to $1 
billion, an increase of $400 million from the House-passed CR level. 

• Would you explain the role the Global Fund will play in global health efforts 
in the future and why the PEPFAR strategy envisions increased reliance on 
the Fund? 

• Is your funding request in line with that strategy? 

Answer: 


Through our partnerships with the Global Fund and country governments, 
we are leveraging our bilateral program commitments to reach millions more with 
needed services. Given the interdependence of bilateral programs and Global 
Fund-financed programs, both multilateral and bilateral resources are needed to 
maximize our results. 

U.S. contributions to the Global Fund support programs in 150 countries, 
significantly expanding the geographic reach of PEPFAR, the President’s Malaria 
Initiative (PMI), and U.S. tuberculosis programs and our ability to support affected 
individuals around the world. U.S. investments in the Global Fund complement 
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and support our bilateral health investments and enhance the sustainability and 
country ownership of national responses to the three diseases. Contributions to the 
Global Fund by the U.S. also catalyze continued investments from other donors in 
AIDS, TB, and malaria. Every dollar the U.S. contributes to the Global Fund 
leverages an additional $2.50 from other donors. The U.S. is working closely with 
the Global Fund Secretariat and Board to further improve the Global Fund’s health 
Impact and “value for money” in its operations and grants. For example, PEPFAR 
country teams regularly meet with Global Fund Secretariat staff and Global Fund 
recipients to ensure that activities are closely coordinated, both to avoid 
duplication and to ensure that both U.S. and Global Fund programs achieve the 
maximum health impact possible through strategically targeting resources. 
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Questions for the Record Submitted to 
Ambassador Eric Goosby by 
Representative Nita Lowey(#8) 

Subcommittee on State, Foreign Operations and Related Programs 
House Committee on Appropriations 
March 31, 2011 


Question : 

Microbicides - Giving Women Power Over AIDS: Proof of concept has been 
established for an anti-retroviral based microbicide to prevent HIV infection in 
women. But now it seems that funding rather than science remains the primary 
obstacle in the ability to provide these life saving products to women who need 
them most. Despite this historic breakthrough, the President's budget did not 
request additional resources to conduct trials and make microbicides available to 
women who need them. 

• What is OGAC doing to mobilize the necessary funding, expertise, and 
cross-agency cooperation to make ensure that women will have access to 
microbicides? Can you provide this committee with a plan for how the 
Office of the Global AIDS Coordinator is prioritizing and coordinating 
microbicide development and access efforts across the US government? 

Answer: 


The results of the CAPRISA 004 trial provide new hope and direction for 
not only HIV prevention, but also broader efforts under the U.S. Global Health 
Initiative. We recognize that microbicides will be a great asset to HIV prevention 
efforts, and the U.S. is pleased to support this important research as part of 
PEPFAR through USAID. 

PEPFAR welcomes the potential addition of an innovative new tool to our 
HIV prevention approach-particularly one that gives a woman more ways to 
protect herself from HIV. As we move forward with our work around 
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microbicides, it will be important to know about its impact in particular 
populations; ultimately, a microbicide may be particularly helpful if targeted to 
groups at increased risk for HIV infection. 

This proof-of-concept trial is a key step, but there are additional steps that 
need to take place before the world can begin using this antiretroviral drug-based 
microbicide. Careful monitoring of resistance and side effects will be part of 
additional research, and safety with long-term use will be another key question for 
researchers. If ARVs are used as a prevention tool, there will be a need to 
determine optimal strategies for making the microbicide available, including 
comprehensive counseling on adherence. It will also be important to incorporate 
HIV counseling and testing as well as resistance monitoring, and to review the 
potential impact of pre-exposure prophylaxis on future treatment options among 
users who acquire HIV. 

PEPFAR will be able to integrate products into programs when normative 
guidance for microbicides is issued. Complex operational, implementation and 
marketing questions relevant to real-world effectiveness will require answers. We 
hope there will be continued good news on the research front and look forward to 
engaging with these issues. 
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MILLENNIUM CHALLENGE CORPORATION 
WITNESS 

DANIEL W. YOHANNES, CHIEF EXECUTIVE OFFICER, MILLENNIUM 

CHALLENGE CORPORATION 

Opening Statement of Chairwoman Granger 

Ms. Granger. The Subcommittee on State, Foreign Operations, 
and Related Programs will come to order. 

I would like to welcome the Chief Executive Officer of the Millen- 
nium Challenge Corporation, Mr. Daniel Yohannes, and thank him 
for appearing before the subcommittee today to discuss the fiscal 
year 2012 request for MCC. 

The administration’s request of $1.1 billion is $20 million above 
the fiscal year 2010 appropriations. Since the first compact was 
signed in 2005, MCC has programmed almost $8 billion for com- 
pacts in 22 countries. 

The MCC is a unique agency, and one I support because the 
model is focused on generating income in developing countries, 
which I expect will have a lasting impact. MCC recognizes that the 
private sector is the real engine of growth. If the history of foreign 
assistance has taught us anything, it is that money alone can’t 
force a countiy to develop. Countries need good institutions, the 
right policies in place, and a commitment to fight corruption and 
mismanagement. 

MCC is in a position to prove how foreign assistance can be effec- 
tive. It must be devoted to building capacity at the local level so 
that governments are more effective. It must measure results to de- 
termine what works and steer funds away from what does not 
work; and it must treat compact countries as partners to establish 
a sense of trust with the United States. 

Now that two compacts are complete and several more are clos- 
ing soon, I hope you can share with us both the outputs and the 
outcomes of these investments. The Congress needs to know if 
MCC funding has actually generated income in these countries. 

Mr. Yohannes, I do not have to tell you that this country is fac- 
ing fiscal pressures never faced before. During these times of con- 
strained budgets, our development and economic assistance must 
be focused on helping and encouraging sustainability. The MCC 
should be a catalyst for partner countries to graduate from U.S. de- 
velopment and economic assistance. We must encourage these 
countries to break the cycle of dependence and begin to raise their 
own funds on the capital markets and through private investments. 
This subcommittee will face constrained budgets this year and into 
the future, and we must accelerate graduation of countries, where 
feasible, and examine where duplication exists. 

( 739 ) 
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Let me point out that MCC compact countries received almost 
$1.2 billion in other U.S. development and economic assistance in 
2010. As MCC begins to look at second compacts, countries must 
be selected on the basis of who can graduate from other U.S. devel- 
opment and economic aid. I hope you can discuss this proposal with 
the committee today. 

I thank you for appearing. I look forward to your testimony. 

And I will now turn to the ranking member, Mrs. Lowey. 

Opening Statement oe Ranking Member Lowey 

Mrs. Lowey. Thank you. Madam Chair. 

Mr. Yohannes, I join with Chairwoman Granger in welcoming 
you here today. 

In 2004, Congress created the Millennium Challenge Corporation 
to provide assistance in a manner that promotes economic growth 
and the elimination of extreme poverty as well as strengthening 
good governance, economic freedom, and investments in people. 
Seven years later, as some of the first compacts draw to a close, 
and in this tough budget environment, we must assess whether 
MCC is cost-effective in meeting those goals. 

Last year, both Honduras and Cape Verde completed compacts 
focused on agricultural productivity and infrastructure develop- 
ment. I look forward to hearing your report on accomplishments, 
shortfalls, and lessons learned for future compacts. 

The MCC model holds great potential to bring transformative 
change, reduce poverty, and support sustainable economic develop- 
ment. In particular, the focus on partnership with developing na- 
tions and host government buy-in is critical to achieving long-term 
results. 

In addition, MCC’s reliance on internationally accepted evalua- 
tions of a country’s readiness to be a full partner, with particular 
emphasis on a government’s ability to control corruption, provides 
assurance that a partner country is capable of participating in and 
later maintaining MCC investments. These external evaluations 
provide a measure of confidence as we work to ensure that each 
and every taxpayer dollar is spent wisely. 

Finally, MCC’s threshold programs provide important assistance 
for countries working toward eligibility for full compacts. 

Last week, I spoke at an MCC event focused on the impact of 
gender on the effectiveness of international development efforts. I 
was inspired to hear about the success of MCC’s threshold program 
in Burkina Faso to construct or expand 132 girl-friendly schools 
and to meet two students from those schools who are learning the 
skills to make positive contributions to their communities, econo- 
mies, and governments. 

However, in these tough economic times, I question the size and 
scope of MCC compacts. Since the program was created, we have 
provided over $7.9 billion for 22 compacts in 21 threshold pro- 
grams. This year, you seek $1,125 billion, of which $912 million is 
for new compacts in Indonesia, Georgia, and Ghana. I hope you will 
explain why we should make this particular investment in a year 
when many programs will face significant cuts. 

I also have some concerns about plans to award second compacts 
in Georgia and Ghana. This appears to be a departure from the 
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original MCC model, which is based on a specific duration of time 
and focused objectives. And more justification is needed for MCC 
to pursue second compacts rather than enter new countries. 

Additionally, I hope you will also address the impact that the 
lack of concurrent compact authority will have on the proposed 
compact in Indonesia. 

And, finally, MCC was design to improve development effective- 
ness by utilizing only the most effective, efficient, responsible meth- 
ods. This model is predicated on establishing a fair and trans- 
parent contracting mechanism. The committee would benefit from 
your insight on MCC’s current procurement mechanisms as well as 
information about quality-control mechanisms. 

Thank you again. I look forward to your testimony. 

Opening Statement of Mr. Yohannes 

Ms. Granger. Mr. Yohannes, please feel free to summarize your 
remarks. Without objection, your full statement will be submitted 
for the record. 

Mr. Yohannes. Thank you. 

Thank you. Chairwoman Granger, Congresswoman Lowey, and 
other members of the subcommittee, for the opportunity to discuss 
President Obama’s fiscal year 2012 budget request of $1,125 billion 
for the Millennium Challenge Corporation. This amount would en- 
able MCC to sign compacts with Indonesia, Georgia, and Ghana. 

If there are no objections, I would like to submit my full testi- 
mony for the record and summarize it for you now. 

Ms. Granger. Thank you. 

Mr. Yohannes. We are obviously operating in a budget-con- 
strained environment. MCC holds itself accountable to ensure that 
every taxpayer dollar generates the best possible return on invest- 
ment. Every day, we ask ourselves the tough questions about the 
effectiveness and efficiency of our approach to development and our 
operations. 

Let me offer my view of what makes the MCC approach so effec- 
tive and distinctive. Republicans and Democrats, including some of 
you, worked together to create MCC in 2004. You outlined a new 
vision for development, one based on accountability and a business- 
like approach. 

My own background is in banking. I bring a banker’s perspective 
to my role as CEO of MCC. I have a client: the U.S. taxpayer. I 
have a partner: the countries receiving MCC assistance and the 
citizens they represent. And I have a goal: to get the best return 
on America’s investment. 

MCC’s business strategy is based on 50 years of lessons learned 
and best practices. We focus on economic growth, sustainability, 
country ownership, transparency, and results. 

I am very pleased that the principles that MCC was founded on 
and has implemented for the past 7 years are central to the admin- 
istration’s new Global Development Policy and to the priorities that 
we have heard from Congress. 

In deciding where to invest, MCC measures whether a country 
has created a policy environment for sustained economic growth. 
This focus on economic growth and a transparent selection process 
allow us to say “no” to those countries that are not accountable to 
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their people and not pursuing policies that promote markets and 
economic growth. 

We believe that engaging with developing countries in a targeted, 
selective way is a good way to achieve development impact, is fis- 
cally responsible, and is critical to helping poor countries attract 
private-sector investment, which I believe is the only path to end- 
ing reliance on assistance. 

MCC also puts a laser focus on results. All donors and host coun- 
tries are interested in achieving results. What sets MCC apart are 
our rigorous, systematic, and transparent methods of evaluating 
the impact of our programs. From the beginning, our projects are 
subjected to a thorough analysis to ensure that there will be an 
economic rate of return. 

For MCC’s current investments, we expect more than 170 million 
people in the poorest countries will benefit. And we expect incomes 
to rise by over $12 billion over the life of those investments. Those 
projects are under way and on track. 

We do have early data that is extremely promising. Let me give 
you an example. In Honduras, early data collected by program im- 
plementers of our agriculture program suggest that farmers receiv- 
ing assistance from MCC saw their annual net income rise 88 per- 
cent on land being cultivated with new practices, from $1,880 per 
hectare to $3,550 per hectare. 

I want to stress that this is early data, and we will know much 
more when independent evaluations are complete. But this is the 
kind of strong return on the U.S. taxpayers’ investment that MCC 
is working to deliver. 

With that. Madam Chairwoman, I would like to state my appre- 
ciation for your support and this subcommittee’s support for MCC. 
I will be very happy to take your questions. 

[The information follows:] 
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Millennium Challenge Corporation 


Good morning Chairwoman Granger, Representative Lowey, and other members of the subcommittee. 
Thank you for the opportunity to present President Obama's Fiscal Year 2012 Budget for the Millennium 
Challenge Corporation (MCC) and discuss how we are reducing poverty with poor countries committed 
to good governance, in a way that advances American interests and values around the world. 


MCC, like other US. government agencies, is operating in a constrained budget environment. MCC holds 
itself accountable to the American people to ensure that every taxpayer dollar generates the best possible 
return on investment. As good stewards of American taxpayer dollars, every day we ask ourselves the 
tough, fundamental questions about the effectiveness and efficiency of our approach to development and 
our operations. 

President Obama has requested $1,125 billion to fund the Millennium Challenge Corporation (MCC) in 
Fiscal Year 2012. This amount would enable MCC to sign compacts with Georgia and Ghana, as well as 
fully fund a compact with Indonesia. 


MCC’s estimated budget requirements for these compacts are based on several factors, including policy 
performance on MCC's indicators, total population, population living below national poverty lines, 
absorptive capacity, and in the case of Ghana and Georgia, performance in previous compact implemen- 
tation. Final compact amounts will be based on funding availability and on the scope of agreed upon 
projects. 

MCC requests $912 million of the total Fiscal Year 2012 request for compact programs, divided between 
a second tranche of funding for Indonesia and subsequent compacts for Georgia (est $100-150 million) 
and Ghana (est. $350-400 million). Because of its proposed size, the Indonesian compact would be funded 
over Fiscal Years 2011 and 2012 for a total compact range of $700-770 million. 

Indonesia is the fourth most populous country and the largest Muslim-majority country in the world, with 
more than 100 million of its 250 million people living on less than $2 per day. Given Indonesia’s strategic 
importance to the United States, its economic potential, and the high number of people living in poverty, 
an MCC compact would be a smart investment for the American people. 


Both Ghana and Georgia were selected by the MCC Board of Directors as eligible to develop subsequent 
compacts. These countries were selected because of their continued strong policy performance, their 
status as important emerging markets, their strategic importance both globally and regionally, and their 
successful implementation of their first compact. 


The Republic of Ghana consistently performs well on MCC's indicator criteria and is generally viewed as 
one of Africa’s most stable policy performers. Since 2004, Ghana has scored among the top Lower Income 
Countries on the Control of Corruption indicator. In a region where constitutional transfers of power 
are often disputed, Ghana has a record of peaceful democratic elections and the transfer of power to op- 
position parties. In 2009, Ghana ranked better than almost two-thirds of all countries on Transparency 
International’s Corruption Perceptions Index, and is preparing for transparent management of potential 
oil revenues. 

Georgia is recognized globally as one of the best investment climate reformers, even though 30 percent of 
its population still lives on less than $2 a day. Over the last five years, its scores on the World Bank's Doing 
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Business assessment have improved more than any other country in the index. The country has also made 
significant strides to privatize state-owned industries and improve its Transparency Internationa! rank 
on the corruption perception index. This good economic policy performance is reflected by the fact that 
Georgia has seen a 55 percent increase in new businesses registered. 

Georgia and Ghana were selected as eligible for compact assistance in January 2011 by the MCC Board 
and have just begun the rigorous process to develop an MCC compact. Indonesia was first chosen for 
eligibility in 2009 and we would like to see a final proposal submitted to the MCC Board for consideration 
by the end of the current fiscal year. Indonesia, Georgia and Ghana join Malawi, Cape Verde and Zambia 
as countries also competing for compact funds. 


If these six countries are successfial in developing compact proposals, they will join a program that, after 
seven years, has committed $7.9 billion to reducing poverty in 22 countries, $4.2 billion of which has been 
contracted and $2.2 billion disbursed. For this $7.9 billion, we expect to generate $12.3 billion in increased 
incomes for 172 million people over the coming years. 

MCC’s Selective, Targeted Approach 
to Development Assistance 

One of the most distinctive features of MCC is our broad-based, bipartisan support. The MCC approach 
to development—with our focus on economic growth, sustainability, country ownership, transparency 
and accountability— has been embraced by Democrats and Republicans in Congress; Presidents Obama 
and Bush; Secretaries Clinton, Rice and Powell; and leading voices from the right and the left, from the 
Heritage Foundation and the American Enterprise Institute to the Brookings Institution and the Center 
for American Progress. 

Why has MCC won the support of policymakers and analysts across the political spectrum? Because of 
our innovative, reform-minded mission and business model MCC’s mission is to reduce poverty through 
economic growth in a select number of well-governed countries. MCC selects country partners carefully 
to ensure the highest returns on our investments and creates strong incentives to advance democratic, 
market-based principles — not just in MCC countries but in emerging markets across the developing 
world. 

Part of MCC’s accountability model is the ability and willingness to say “no”— no to countries that do not 
meet MCC’s high standards for eligibility, and no to proposed investments that do not have promising 
returns for economic growth and poverty reduction. 


In determining eligibility for funding, MCC evaluates whether a country has created a policy environment 
for sustained economic growth through 17 independent, transparent policy indicators that measure a 
country’s commitment to ruling justly, economic freedom, and investing in its own people. We believe 
that engaging with developing countries in a selective, targeted way is not only fiscally responsible in the 
short-term, but also is critical to poor countries attracting private investment and ending their reliance on 
aid. 


Good governance is critical for economic growth. We look for opportunities for reform in areas that will 
ensure the sustainability of our investments. These reforms have included changes to national policies. 
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laws, regulations, or even the traditional ways of doii^ business by government institutions. For example, 
before investing in Lesotho, we worked with the government to change a law that treated adult women 
as minors so that they could be full participants in the economy. In most cases, these reforms, and the 
domestic capacity that MCC’s country-led programs build, not only help unlock the full potential of U.S. 
taxpayer dollars, but also help improve the broader conditions for continued growth and investment in 
our partner countries. 


Signing up to work with the MCC means a country is committing itself to tackle the tough policy reforms 
necessary to create an environment in which the private sector can thrive, citizens can hold their govern- 
ments accountable, and U.S. taxpayers can see they are getting a good return investment. Our goal is not 
only to help poor countries rise out of poverty and achieve self-sufficiency, but to create stable trading and 
investment partners for the United States, which will strengthen the American economy and make our 
nation more secure. 

MCC is Delivering Resuits 

MCC’s focus on economic growth, sustainability, country ownership, transparency, and accountability is 
working. All development partners, both donors and host countries, are interested in achieving results. 
What distinguishes MCC is our commitment to technically rigorous, systematic, and transparent meth- 
ods of projecting, tracking, and evaluating the impact of our programs. MCC's results exist along a con- 
tinuum— from policy changes countries make to become compact eligible (“the MCC Effect”), to interim 
outputs and outcomes as compacts mature, to our ultimate goal: income increases over the long term. 

Even before these income gains are achieved, MCC and our country partners have tangible results to 
show. To date, MCC investments in new or improved irrigation and technical assistance have fficilitated 
the adoption of new agricultural practices on 82,510 hectares of land. Our programs have trained over 
150,000 farmers in techniques that help them produce higher- quality, higher-value crops. We have 
provided $66 million in agricultural loans, and have assisted over 3,800 private enterprises involved in ag- 
riculture related business. We have supported construction of more than 890 kilometers of roads that link 
markets and encourage trade, and have another 2,400 kilometers under construction. These interventions 
aim to increase incomes though market-driven agriculture. MCC tracks these results closely because they 
are the drivers of the income gains we and our partners aim to achieve. 

While these results are important indicators of success, they do not tell the whole story. We are pleased 
that our program outputs are on track, but we hold ourselves to a higher standard: are MCC investments 
increasing incomes? That is why we are so excited about preliminary, very promising data that is coming 
from our first completed program in Honduras. 


In Honduras, we have preliminary data from our agriculture program implementers showing that farmers 
who received assistance from MCC saw their annual net income rise 88%, from 1,880 dollars per hectare 
of land cultivated using new practices to 3,550 dollars per hectare. 


I want to stress that this is preliminary data, and we will know much more when the work of our indepen- 
dent evaluators is completed. But it is consistent with the output- and policy-based results we have seen 
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and the personal stories i have heard directly from farmers and entrepreneurs with whom I have visited in 
those countries. 


MCCs Investments Are Helping to Build the Next Generation 
of Emerging Markets and Make Americans More Secure 

It is not only foreign countries that benefit from MCC investments. President Obama’s new development 
policy is building on the best ideas of the Bush Administration and calling on U.S. development agencies 
to help build the next generation of emerging economies. By doing so, we are investing in a better future 
that offers opportunities not only to poor people in MCC partner countries but to American businesses 
and our own citizens. 

In a speech last month, Bill Gates noted that fully half of current U.S. exports— more than half a trillion 
dollars — go to developing markets. Looking forward, leading economists expect the developing world to 
become the growth engine of the global economy. 


MCC investments look to remove constraints to growth so that the private sector will invest and flour- 
ish. These investments are helping to build a foundation for U.S. exports and increased business activity, 
which will mean increased growth and job opportunities here at home. 


MCC is funding more public-private approaches that can leverage our effort and bring in the private 
sector from the beginning. We are focusing on policy reforms, such as an initiative in Jordan that has at- 
tracted $90 million in private investment in the water sector. 


Our approach creates strong incentives for policies that are business friendly. In Cape Verde, for example, 
the time to register a business dropped from 54 days to one hour. Those are the kinds of changes that 
convert foreign assistance from a well-intentioned contribution into a productive investment. 


MCC is also helping to make Americans safer and more secure by promoting stability and developing 
strong partners in key regions around the world. Defense Secretary Robert Gates has been one of the most 
persuasive advocates for financing development work. In recent remarks, Secretary Gates stated: 

" . . [I]n military planning, what we call phase zero is, how do you prevent conflict? How do you 
create conditions so we don’t have to send soldiers? And the way you do that is through devel- 
opment. Development contributes to stability. It contributes to better governance. And if you 
are able to do those things and you're able to do them in a focused and sustainable way, then 
it may be unnecessary for you to send soldiers. ...Development is a lot cheaper than sending 
soldiers? 

That is one reason why President Obama, like President Bush, has made development-together with 
defense and diplomacy~a critical pillar of our national security. 
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MCCs Subsequent Compacts Will 
Focus on Constraints to Investments 

Entering our seventh year, MCC is beginning a new phase of innovation and partnership. As first com- 
pacts strengthen the foundation for economic growth, subsequent compacts— new MCC investments 
with countries that have successfully concluded their first compacts— are expected to target constraints 
to private investment. MCC aims to help countries, like newly-selected Georgia and Ghana, solidify an 
economic growth path that attracts private investment, reducing the need for aid. 

MCC’s engagement with partner countries is not open-ended. MCC carefully considers the appropriate 
nature and duration of each country partnership based on the country’s policy and implementation per- 
formance, as well as the opportunities for an impact on growth and poverty reduction. A defining char- 
acteristic of MCC’s model of aid effectiveness is selectivity, both in the countries we work with and the 
investments we make. MCC’s evolving business model emphasizes selectivity and our mandate to partner 
with countries where investments will have the greatest potential returns in terms of poverty reduction 
and economic growth, and where U.S. taxpayer resources can be used most efficiently and effectively. 

While a single compact alone cannot address aD binding constraints to a country’s growth, or transform 
an entire economy, a subsequent compact in a country that continues to perform well has the potential 
to help countries change their growth path away from aid dependence and toward greater reliance on 
private sector investment and internally-generated revenue. For the poorest countries, even the ones 
with the right policies in place, it may take decades of sustained growth to lift citizens out of poverty. 

For low-income countries like Tanzania or Ghana that have annual per capita incomes of $500 and $700 
respectively, economists estimate that it could take over 20 years to double per capita income even if they 
sustain annual per capita growth of four percent (a historically high rate). 

This does not mean, however, that MCC engagement should last anywhere near that long. On the con- 
trary, MCC’s role is targeted and selective, and only the best performers will be eligible for continued, 
limited engagement. MCC's Board is particularly discerning when determining eligibility for foUow-on 
partnerships. In addition to good policy performance, countries must show meaningful progress toward 
achieving first compact results before being considered for a subsequent compact. Of the seven countries 
that will conclude first compacts by the end of 2011 (Armenia, Benin, Cape Verde, Honduras, Georgia, 
Nicaragua, and Vanuatu), MCC's Board has only selected three as eligible for a subsequent compact. Cape 
Verde was selected in Fiscal Year 2010 and Georgia and Ghana in Fiscal Year 2011. 

In our approach to subsequent compact design, MCC focuses increasingly on specific constraints to 
investment and private sector engagement, with an emphasis on creating opportunities for expanded 
U.S. participation in emerging markets and opportunities to benefit from trade. This is in line with the 
President’s Global Development Policy directive to foster the next generation of emerging markets by 
encouraging broad-based economic growth and democratic governance. 


MCC supports this effort by reaching out to the private sector, by grounding our investment choices in a 
constraints analysis which identifies specific obstacles to private sector-led growth, by introducing finan- 
cial instruments designed to enhance access to capital, and by promoting innovative project content in 
areas of potential growth such as alternative energy, applied technology, and financial inclusiveness. 


Testimony of Daniel W. Yohannes Ch)ief Executive Officer, Miliennium Challenge Corporation 
to the House Appropriations Subcommittee on State and Foreign Operations I March 15. 2011 



749 


Millennium Challenge Corporatjon 


Potential to leverage MCC funding with a direct impact on investment growth serves as one of the screens 
for evaluation of second compact programming, in addition to MCC’s mandate to promote poverty 
reduction through economic growth. By helping these countries solidify the progress they have made and 
become better integrated in the global market system, the United States is opening new investment op- 
portunities for American firms as well. 

MCC Believes Corruption Erodes Private Sector Growth 

I would like to discuss another critical topic, which is how MCC deals with corruption in potential or 
current partner countries. Because corruption has the power to completely undermine private sector 
growth, and any investment MCC or other donors make in developing countries, we take this issue ex- 
tremely seriously. 


MCC’s approach to fighting corruption begins before we even choose a country for eligibility. MCC’s cor- 
ruption indicator is a key part of country eligibility decisions. 


Earlier in my testimony, I spoke of the strong results we are seeing from our partnership with Honduras. 
Honduras, however, did not pass MCC's control of corruption indicator at the time of country selection 
for Fiscal Year 2012. Not selecting Honduras for a second compact was a difficult decision for MCC's 
Board, given Honduras’s strong performance in implementing its first compact, but the decision was a 
principled one based on the importance we place on anti-corruption efforts. 

While the State Department remains the lead on working with the Government of Honduras to address 
human rights and political issues, MCC has been engaged in very constructive conversations with the 
government to improving performance on accountable governance, enhanced management of public 
resources, and fiscal transparency. The Honduran government has initiated a set of reforms to improve 
budget management and transparency, increase civic participation in budget preparation and reporting, 
upgrade legislative oversight, and strengthen internal and external audit functions. 

Our scrutiny does not stop after selection. Corruption is closely monitored as a country begins to develop 
a compact and proceeds into compact implementation. MCC has a publicly available anti-fraud and cor- 
ruption policy that outlines precautions that we take and describes ways of responding to any instances of 
corruption in a compact. We are currently training our local MCA accountable entities on how to apply 
this policy and develop risk assessments for their own work. 

In addition to protecting against corruption in our compacts, and assessing individual cases of corruption, 
MCC assesses broader patterns of government actions that undermine institutions of accountability: 
courts, anti-corruption commissions, auditors, and the media. Governmental actions that undermine 
these institutions of accountability make individual instances of corruption more likely, enable corruption 
to flourish, and cultivate a culture of impunity. By placing an emphasis on the institutional response, MCC 
incentivizes governments to take greater responsibility for rooting out corruption. 


For example, we and several other donors made clear to the Government of Senegal that recent changes 
to their procurement code and implementing agency, in part due to legitimate national security concerns, 
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were an accountability concern to us. In response, the Government has been in discussion with donors, 
including MCC specifically, to address our concerns as they further revise the procurement code. 
Consequently, they have taken steps, which we are currently studying, to amend the changes that would 
have weakened procurement procedures. 

Working with some of the poorest countries in the world means working with countries that struggle 
with policy performance including corruption. MCC's challenge is to find the right way to pursue poverty 
reduction while staying true to our model of selectivity and accountabOity, and this is particularly true in 
the case of corruption. 

MCC’s Proposed Legislative Changes 
Would Strengthen an AlreadyStrong Model 

We hope to work with you again this year, Madam Chairwoman, the other members of this Committee 
and the Foreign Affairs Committee, on passage of a package of legislative changes to MCC's current 
authorities, including allowing for concurrent compact authority and longer compacts in certain 
circumstances. 


The proposed changes are based on lessons learned since MCC’s creation in 2004 and will provide the 
flexibility needed to maximize the impact of MCC programs through more innovative approaches to 
development assistance. 


Concurrent compact authority would allow MCC to sign separate compacts with a country based on the 
specific timing requirements of individual projects rather than as part of a package driven on a single 
timeline. Concurrent compacts would improve MCC's ability to manage our compact pipeline with 
greater predictability and serve as an added incentive for policy reforms in partner countries. 

With concurrent compacts, the agency could move forward with projects that are investment-ready, 
instead of putting several projects at various stages of readiness into a single compact or delaying compact 
signing for a promising but less-developed project. As part of a larger, cohesive framework, concurrent 
compacts will allow for smaller, staggered agreements; speed implementation; improve project manage- 
ment by allowing countries to focus on managing fewer projects at a time; build management capacity 
with early projects; ease the current burden of managing large, complex compact programs; and foster 
innovation by allowing MCC to pursue new approaches and partnerships that could otherwise slow down 
the compact development process. 

Additionally, while having definite time frames for MCC compacts is an important best practice for ef- 
fective foreign assistance, in some cases projects face implementation challenges that mean they cannot 
be completed within the mandated five-year period, particularly given MCC's emphasis on country-led 
implementation and MCC's high accountability standards. In these cases, MCC's options for respond- 
ing to implementation challenges are limited by the five year time frame. Allowing MCC, in exceptional 
circumstances, to extend the duration of our five-year compact period for up to two additional years 
would allow MCC and our partner countries to pursue a fuller set of options for managing challenges and 
achieving compact objectives. 
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Millennium Challenge Corporation 


MCC also has sought legislative changes aimed at ensuring that changes in countries' income categories 
do not necessarily prevent the agency from working with the best policy performing countries that also 
have populations living in extreme poverty. Each yeai; countries abruptly graduate from one income 
category to another with no transition period. Sudden shifts in income category, due in part to changes 
in exchange rates, pose serious issues for MCC. This impacts whether they can be candidates for MCC 
assistance at all, and changes both the policy performance standards against which they are measured and 
the levels of funding they can receive. 


Conclusion 


With that, Chairwoman Granger, I would like to again state my appreciation for your continued support 
of results-based foreign assistance, and we look forward to continuing our strong working relationship 
with you, Congresswoman Lowey, and other members of the subcommittee. 
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Millennium Challenge Corporation 


Long-Term Program Impacts 


At present, MCC funds are projected to benefit 171,729,564 people and lead to approximately $12.3 bil- 
lion in increased Income. For most projects, MCC expects estimated income gains will be realized within 
a 20 year horizon after the compact enters into force. The table below shows the number of expected 
beneficiaries by country. 


Compact 

Estimated Number of 
Benehciaries 

Estimated Long-Term 
Income Gain Over the 

Life of the Project 
(NPV Of Benefits) 

Armenia 

427.623 

$424,862,716 

Benin 

13.421.086 

$409,568,812 

Burkina Faso 

384.765 

$149,471,371 

Caoe Verde 

794.811 

$366,707,505 

E! Salvador 

344.244 

$301,305,834 

Georgia 

1,217.133 

$683,253,724 

Honduras 

1.704.553 

$237,274,575 

Jordan 

TBD 

$800,300,000 

Lesotho 

1,041.422 

$376,048,666 

Madagascar 

480.347 

$123,202,505 

Malawi 

5.900.000 

$2,300,000,000 

Mali 

2.836.578 

$457,098,832 

Moldova 

414.000 

$259,940,491 

Mongolia 

2,897.985 

$306,921,751 

Morocco 

845. 415 

$860,408,732 

Mozambigue 

4,565.156 

$632,655,761 

Namibia 

1.063.413 

$240,500,000 

Nicaragua 

107.832 

$113,395,397 

Senegal 

1.662.129 

$862,900,000 

Philiobines 

125,000.000 

$666,226,989 

Tanzania 

5.425.013 

$1,474,290,895 

Vanuatu 

14.783 

$54,000,000 

Total for All Compacts^ 

171.729. 564 

$12,287,206,834 


(Footnotes) 


’ These estimates do not include beneficiaries of projects or activities terminated, suspended or on hold in Madagascar, Honduras, Nicaragua, and Armenia. 
Madagascar's estimates account for diat compact’s eariy termination. Net present value (NPV) of benefits is the present vtdue of the benefit stream calculated 
as the sum of all projected benefits accruing within the first 20 years of the project lifespan, evaluated at a 10% discount rate. NPV of aU benefits is reported in 
millions of USS in the year that the ERR was completed. "TBD" beneficiary estimates for d»e Jordan compact will be finalized when the compact enters into force. 
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Ms. Granger. Thank you very much. 

I will he calling all Members based on seniority and by those that 
were present at the start, and then I will alternate between major- 
ity and minority, sticking with our 5 minutes. And I will hold my- 
self to 5 minutes. 

And, again, thank you, first of all, for responding with specific 
examples of successes. As I said, I am supportive of MCC. 

Mrs. Lowey talked about the second compacts, and I know she 
is going to ask some questions about that. What we are very aware 
of is that MCC has always put the compacts together as a catalyst 
for change, laying the groundwork for a future where the private 
sector could increase investments and, therefore, provide jobs and 
long-term economic growth. 

I would ask, in selecting the three countries for a second com- 
pact, how will MCC ensure that it has the results of the first com- 
pacts, and how will MCC apply the lessons learned from them? 

Mr. Yohannes. Thank you. Madam Chairwoman. 

Number one, when we consider a compact, we have absolutely no 
plan to stay in that country for a long time. Those countries were 
selected primarily, number one, based on how well they imple- 
mented the first compact; two, because of the policy environment 
they created, to make sure that they are ready to replace aid with 
private-sector investments; and based on the results they have ac- 
complished, which is extremely promising, as I indicated about the 
results from Honduras. 

And we believe that particularly with Cape Verde and Georgia 
this is going to be probably the last compact they would ever see 
from the Millennium Challenge Corporation because we believe 
that they have created conditions in their countries, they are on 
the path to replace aid and development programs with invest- 
ments from the private sector. 

So we are extremely satisfied, and we are very hopeful. Both 
have been great partners, not only in getting the projects complete 
on time and on budget, but they are also both strategic partners 
of the United States. 

Ms. Granger. Thank you. 

As a follow-up — I have a little bit of time — in fiscal year 2010, 
the 22 countries that received MCC compact funding also received 
$1.2 billion in assistance from USAID’s Development Assistance 
Program and the Economic Support Fund. 

Given the fiscal constraints this Congress is facing, what steps 
is the administration willing to take to wean second-compact coun- 
tries off of other U.S. development and economic assistance? 

Mr. Yohannes. I very much understand the conditions we are in. 
I mean, having come from the business environment, where I cut 
millions and billions in my previous organizations, it is real. 

And I just want to say that MCC is one of the tools that is avail- 
able to the U.S. Government. USAID and others also serve a dif- 
ferent purpose for our government. I am not sure what kind of 
commitment we made or is made. I think the key is to make sure 
that we don’t duplicate our efforts, that, whatever we do, we com- 
plement each other, and do it in the most efficient way to get the 
best return for the American taxpayers. 
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Ms. Granger. I understand what you are saying — the way I un- 
derstood it, the MCC compact said, we will — in putting our funds 
there for economic development, but, also, another goal was to 
wean those countries off of foreign aid from this government. 

And so I know what you are saying about duplicating, but you 
didn’t address eliminating. 

Mr. Yohannes. Well, I think it is very difficult because. A, even 
though the intent and the goal is to make sure that, you know, es- 
pecially after a second compact, these countries will replace aid dol- 
lars with investment from the private sector, there may be some 
needs, some unanticipated need, that must be served by U.S. Gov- 
ernment interests. 

So that is why I can’t tell you what may be needed. And it could 
be an emergency like we have seen in Japan, where we need to re- 
spond to those countries. 

But I will say that I think the key is to make sure that we con- 
tinue to coordinate with all of the agencies that exist in our govern- 
ment to make sure that we do not duplicate our efforts. Ideally, 
yeah, you want to make sure that this would be the only compact 
they would ever see. 

Ms. Granger. Thank you. 

Mrs. Lowey. 

Mrs. Lowey. I have additional questions about second compacts, 
but, given limited time, we will probably have an opportunity at 
another time to discuss it. So I want to focus on corruption. Be- 
cause, during last year’s hearing, we had a discussion regarding 
corruption and how it fundamentally undermines economic growth. 

Corruption is a serious problem, as we know, in most developing 
countries. And, as you may recall from our discussion, there were 
reports in several compact countries that businesses were facing 
unreasonable regulation and extortionate practices by members of 
the government. 

I know that you have made progress on corruption since last 
year. Can you discuss with us, number one, what indicators you 
use to measure if a country’s pattern of action warrants a suspen- 
sion or termination of compact assistance because of corruption; 
what guidance is provided to MCC’s staff on methods and strate- 
gies to prevent fraud and corruption; and what steps are you tak- 
ing to ensure the compacts are implemented free from corrupt prac- 
tices? 

So what are you doing about corruption? 

Mr. Yohannes. A lot. Congresswoman Lowey. 

Number one, corruption is a major hindrance to economic 
growth, and, to that extent, we take it very seriously. And coun- 
tries must qualify and pass the corruption indicators before they 
could even be considered for our program. And that is number one. 

Having said that, I can tell you that corruption exists in poor 
countries, corruption exists in rich countries. I think the key is to 
make sure that we have a system to make sure it is detected, it 
is prevented. 

And what we have done is, working with your office, in the last 
year, we are looking in terms of institutional processes. In other 
words, we look at countries, if they have, you know, anti-corruption 
commissions, if they are free from government control. We look at 
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judges, if they are free from government control and influence. We 
look at the media, if they are free from government control so they 
could report corruption incidents or what they find in terms of that 
area. We look to make sure that they have auditors that are inde- 
pendent and responsible that could expose corruption problems 

Mrs. Lowey. May I interrupt you for a moment? 

Mr. Yohannes. Yes, ma’am. 

Mrs. Lowey. Because I would really like to know if all these indi- 
cators and all these efforts are successful. And if corruption is pass/ 
fail, why have countries that failed in the years following their se- 
lection been permitted to maintain their eligibility? I think it is a 
terrible signal for the country and for other countries who want to 
be part of the program. 

Mr. Yohannes. Madam Lowey, I agree with you, but here is the 
thing. I mean, you are going to hear certain things that happen 
here and there. Again, the key is to make sure that it is not insti- 
tutionalized. 

And for those countries that we suspected were having some 
problems in corruption — like, I will give you an example, in Sen- 
egal. I mean, last year we found in Senegal that the government 
proposed exempting certain ministries from procurement processes. 
And we teamed up with the State Department and other multilat- 
eral institutions. We responded to their exemptions with very 
strong demand that, if they don’t change it, that we would termi- 
nate or suspend our compact. The government responded; they 
changed what was proposed. And none of the ministries are today 
exempted from fiscal procurement. 

So when we find issues like that, we respond, we threaten to 
hold or suspend, and we ask them to make some significant 
changes. So we have had some luck and progress that have been 
made in this area. 

So we do take it very seriously. And when countries do not pass, 
we are engaged with them in a policy dialogue to make sure that 
is corrected. But the key is to make sure that corruption is not in- 
stitutionalized. 

Mrs. Lowey. Well, let me just say — because the sand is running 
through, and I want to get in one other question — I would like to 
continue this discussion. Because unless we are sending a strong 
message, we are kidding ourselves and we are kidding the country. 
Maybe we should just make it clear, “You are out of the program.” 
I think “business as usual” is a bad lesson to send. 

I wanted to focus for a minute on gender integration, in the con- 
text of the 2012 budget, can you share with us how resources will 
be dedicated to ensure that the MCC will consistently follow 
through on implementing the gender policy at every stage of com- 
pact development and implementation and that staff and countries 
will be held accountable if the gender policy is not adhered to? 

Mr. Yohannes. Okay. Gender is one of the top agency priorities, 
and it is considered at every level of our operation, from constraint 
analysis to project design to project development. 

And, in fact, I had the opportunity to travel to 7 different coun- 
tries in the last 14 months, and I have met many of the women 
farmers and a lot of the small-business entrepreneurs in El Sal- 
vador, Honduras, Cape Verde, Georgia. And I came away with a 
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commitment and with belief that our model is working, it is show- 
ing some results. 

In fact, in the last year, I had doubled the number of people that 
work in the gender department. And now, gender expertise at 
every single compact is a requirement, to make sure that both men 
and women are equal champions of the development. 

Mrs. Lowey. My time is completed, but I would like you to share 
with us in writing the number of women who are compact bene- 
ficiaries in countries and what special efforts are in place to ensure 
that all programs reach women and girls. 

Thank you. 

Mr. Yohannes. Thank you. 

Mrs. Lowey. Thank you. Madam Chair. 

Ms. Granger. Mr. Cole. 

Mr. Cole. Thank you. Madam Chair. 

It is good to see you again. Director, and have you here. 

Mr. Yohannes. It is good to see you. Congressman. 

Mr. Cole. I really do like this program, and I like it for a lot of 
reasons: first, because it has been bipartisan in a place and at a 
time when that has been hard to achieve, and I appreciate very 
much your references to President Bush and his role in your testi- 
mony; second, because you have had very rigorous standards of ac- 
countability, and it is a lot easier to track the aid; and, third, be- 
cause, like Chairwoman Granger, I serve on the Defense Appro- 
priations Subcommittee. I like this a lot better. And I think this 
really mitigates the need for hard power, when we can do things 
in a cooperative and a peaceful way. 

It is unusual to me that your program has gotten such high 
praise by a lot of conservative groups like The Heritage Foundation 
that usually are somewhat critical of aid programs. And they like 
to contrast you, in a very favorable way, with USAID, which they 
don’t see as quite as effective. 

This probably puts you in an unfair position, but what do you do 
differently than tJSAID? And why shouldn’t we apply the principles 
that you are operating by, if indeed they are successful, across the 
board in other sorts of foreign assistance programs? 

Mr. Yohannes. Thank you. 

Number one, when Congress created MCC 7 years ago, it was 
based on many of the best practices learned from other develop- 
ment agencies worldwide. And you gave us a vision and the respon- 
sibility to be accountable and to approach development like a real 
business. That is the key. And almost every single project that is 
submitted, we fund it only if we are sure that it is going to have 
the best return for the American taxpayer. So our approach is just 
like a business. 

And it is country-owned, which means there is another powerful 
tool because the countries, themselves, determine what the con- 
straints are to their economic development, and they are respon- 
sible from design to implementation, with an expectation that they 
will deliver results in 5 years, because all of our compacts are for 
5 years. 

So I think it is the approach, it is the expectations, it is the coun- 
try-ownership model. 
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And we have seen results. We have seen results in Honduras. 
Honduras compact survived three different administrations and a 
major political crisis. But the project was completed on time, on 
budget, achieving all of the, you know, objectives. 

Cape Verde was also completed on time. We have five countries 
that will complete their program this year. It is going to be done 
on time, on budget, and they will also achieve all of the desired re- 
sults. 

So I think the expectations that we have, it is the accountability; 
it is the countries we are working with. You know, we only work 
with countries that are well-governed. But those that have good 
governance, those that have good economic policies, those countries 
that have made a demonstrated commitment to invest in their peo- 
ple. 

So, again, it is accountability also. When you hold these countries 
accountable, they are going to produce the desired results. 

Mr. Cole. Why shouldn’t we do that with USAID, then? 

Mr. Yohannes. In fact. Congressman, the President’s new Global 
Development Policy combines many of the principles that have 
been practiced by MCC for the last 7 years. And we have being pro- 
viding lessons learned to USAID and other development agencies 
within our government. 

It is a tool that is available to them. How they would use it is 
up to them, but, nevertheless, we are providing the lessons learned 
to USAID and others. 

Mr. Cole. Well, you are very diplomatic. I am sure your col- 
leagues at USAID appreciate it. But I would like to ask them why 
they are not having the same kind of success rate that you appear 
to have here. 

Now, let me ask just one other question. I only have limited 
time. I am very interested in the selection process itself, how you 
actually choose individual countries that you are interested in com- 
pacting with. Can you go through some of the factors that you par- 
ticularly look for in partners, as you put it, when you are investing 
the funds of U.S. Taxpayers? 

Mr. Yohannes. I think, number one, the key is to select the best 
partner. Like any investment, for any investment to be very suc- 
cessful, you really have to do a very thorough background check on 
the investor, and then you have to thoroughly review the proposed 
investment, and, third, you just make sure that you get the best 
return on the investment. 

When we look at a country, we look at 17 different indicators, 
categorized in 3 different areas. One is in ruling justly. For exam- 
ple, we look at the political rights, civil liberties, control of corrup- 
tion, government effectiveness, rule of law, and voice and account- 
ability. That is primarily in the “ruling justly category.” And a 
country must pass at least three areas in that category, including 
corruption, the fight against corruption. 

The other one is investing in people. We look in terms of immu- 
nization rates, health expenditures, primary education expendi- 
tures, girls’ primary education completion, and natural resource 
management. Again, countries must pass at least three areas in 
this category. 
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The last one is economic freedom. We look at regulatory quality, 
land rights and access, business startup, trade policy, inflation, and 
fiscal policy. And a candidate must pass at least three of these indi- 
cators before they could even be considered a candidate for our pro- 
gram. 

Mr. Cole. You didn’t mention — and I am sure it is in there some- 
place, although I am glad you didn’t mention it — U.S. strategic in- 
terests. In other words, this is not necessarily driven by what is in 
the immediate and direct interest of the United States. You are 
just simply looking for a partner where we can be helpful. 

Mr. Yohannes. Well, I think, when we do that, also, we are look- 
ing, number one, which are the best candidates? You know, keep 
in mind that, when we speak about development assistance, we are 
thinking about our own security, we are thinking about our own 
prosperity. We are looking in terms of, how could we create jobs 
here at home? 

To that extent, we are also looking for countries that are poised 
to become the next set of emerging markets, countries that could 
create a lot of investment and business opportunities for American 
businesses and countries that are extremely strategic partners for 
U.S. 

Georgia, in addition to having done an outstanding job, they are 
also a strategic partner in the area. Ghana is also a strategic part- 
ner in their region. Cape Verde, they are very much involved with 
us in fighting drugs. Philippine is a strategic partner. Indonesia is 
a strategic partner that we are working with right now. 

So, for the most part, these are countries that share the same 
values and countries that ultimately will be, you know, one of the 
best trading partners for the U.S. in the future. 

Mr. Cole. Thank you. Madam Chairman. 

Ms. Granger. Thank you. 

Obviously, we are asking a lot of questions about criteria for se- 
lection and lessons learned. And so, as we move through this, I 
agree that is very important. 

You mentioned Honduras, and let me be specific about Honduras. 
The compact closed out last year, and my understanding is that 
part of the funding was to build a main road. In addition to MCC, 
the Inter-American Development Bank and the World Bank com- 
mitted to building portions of that same road. It is my under- 
standing that everyone started at the same time but MCC finished 
its section, while the other donors are still in the implementation 
process. 

So my questions are: Could you tell me what MCC did dif- 
ferently? Did IDB and the World Bank, did they report they 
learned anything, or, what the situation there was? And are there 
lessons for other U.S. assistance from this example? 

So we are going to put you on the spot a little bit, but more so 
about your partners. 

Mr. Yohannes. Well, thank you very much. Madam Chairman. 

I can’t speak why they did not get the projects done. But I could 
tell that you the projects that were completed by us were also the 
most difficult road in that part of the country. In fact, I have driv- 
en on that road from Tegucigalpa to San Pedro Sula. 
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Now, I think the success of the program could speak to our model 
of country ownership. These were projects that were previously 
identified by the Hondurans as a major priority for them. They de- 
signed the programs themselves, and they were responsible in get- 
ting it completed. And our compact is usually for 5 years, and they 
must be completed within 5 years. So we made it very clear, so. A, 
it must be completed on time, on budget, and it was a requirement. 
And, also, their constituencies were holding them accountable for 
that. And probably those are the reasons why they were able to get 
it done on a timely basis. 

Having said that, we are continuing to provide lessons learned 
to other agencies. To the extent they want to use it, implement it, 
I think it is up to them. But, definitely, this has been one of the 
most successful programs in that country. 

Additionally, I must mention that we wanted our investment to 
be sustainable. To that extent, the Government of Honduras, for 
example, has increased their road maintenance fee from $37 mil- 
lion to $67 million as part of our program to make sure that the 
roads that have been built by MCC are sustainable in the long 
term, as is our practice with every single country, to make sure 
that they set aside an additional road maintenance fee in order to 
make sure that the roads that have been built are sustainable for 
a very long time. 

Ms. Granger. Thank you. 

You have mentioned it some, but could you talk about the policy 
reforms that countries have enacted that they wouldn’t have made 
in order to attract the MCC funding? One example I am particu- 
larly interested in is the time it takes a country to start a business. 
I am a former mayor, just as you are a former banker, so I am very 
aware of the need to slash impediments to entrepreneurship. We 
have done this and been very successful in understanding what we 
can do to help create new businesses. 

Would you talk about that for a minute? 

Mr. Yohannes. Thank you. 

Every single compact has a component of policy reform, because 
that is the only way we can make our investments sustainable for 
a long time. 

In Cape Verde, it used to take 57 days to get a license to start 
a new business. Today, in Cape Verde, you can get a new business 
license in less than 1 hour 

Ms. Granger. Oh, my goodness. 

Mr. Yohannes [continuing]. Which creates tremendous opportu- 
nities for businesses in that country to prosper. 

In El Salvador, it used to take 137 days to get a license to start 
a new business. Today, in El Salvador, you could get it in less than 
22 days. 

In Honduras, for example, you could only get a loan if you had 
land. But we worked with them, and they had major policy reforms 
in the financial-sector area. Today, you do not have to be a land- 
owner to get a loan from the bank. You could get it using your trac- 
tors or car or motorcycle or seeds or fertilizer. And that also creates 
a lot of opportunities for their constituencies in terms of, you know, 
getting a loan from financial institutions. 
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So we could provide very detailed results, particularly from pol- 
icy reforms in many of our countries. But that is how we create the 
conditions for these countries to help them to be on the path to re- 
place aid dollars with investment from the private sector. 

Ms. Granger. Thank you. And thank you for being so specific in 
your examples. 

Mr. Diaz-Balart, we are on our second round. I am going to call 
on Mrs. Lowey, and then I am going to call on you. 

Mrs. Lowey. 

Mrs. Lowey. Thank you, Madam Chair. 

And thank you again. 

I just want to say that I think my colleague, Mr. Cole, asked a 
very important question, and it is one that we should pursue. And 
that is, what do you do differently from Dr. Shah at USAID? 

I think Dr. Shah has brought such strong leadership and de- 
manded more accountability to USAID. Even though our foreign 
aid program is just 1 percent of the whole budget, I think we have 
to look at it very carefully. 

One of the points that I have made continuously is that we need 
better coordination. I remember going to Ghana, one of your coun- 
tries, and asking the Ambassador — I don’t remember if you were — 
maybe it was before Kay — I asked the Ambassador to bring every- 
one who was working in the region — there were about 50 people 
there. I want to make it clear they didn’t know each other. They 
were all operating in their stovepipes of excellence, but I think 
knowing who does what and how we can coordinate better in this 
time of shrinking resources is absolutely essential. 

So, in light of that, I just want to ask a couple of other relevant 
questions. I hope you have examples of increased incomes, eco- 
nomic growth in the countries where the compacts are concluding. 
I would like you to share that with us. 

What are the tangible results you use to measure success? What 
mechanisms are involved to determine if a compact has been suc- 
cessful? If you could share some of those examples with us. 

And I just want to say also, regarding Mr. Cole’s comments, 
many of the programs that USAID is involved in are long-term, for 
example, dealing with HIV-AIDS, dealing with malaria. And you 
may not see immediate results in terms of economic growth, as you 
well know. But I think it is so important that we constantly evalu- 
ate who is doing what and whether they are coordinating as effec- 
tively as they could. 

So if you could respond, that would be great. 

Mr. Yohannes. Okay, thank you. 

Mrs. Lowey. You have probably forgotten my questions. 

Mr. Yohannes. I will try to remember. If I miss, just remind me. 

First, in terms of results, we do have results from almost every 
country we work with. But when we talk about results, what mat- 
ters to us is the investment’s ability to generate additional income 
for our partner countries. 

As I indicated, Honduras and Cape Verde were the first two 
countries to complete their programs last year. We do have great 
results from Honduras; also, some early data results from Cape 
Verde. 
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To give you an example, in Cape Verde, for example, they had 
the worst rain they ever had in that country in the last 20 years. 
And in Santo Antao island, this is where we trained farmers. Those 
farmers that were trained by MCC lost their income only by 18 
percent versus those farmers that were not trained, they had lost 
their income by almost 90 percent. 

Now, again, this is early data, and we should get the final details 
of both countries from independent evaluators sometime this year, 
as we will get for the next five countries next year. 

Now, having spent time in banking and finance, I think — I just 
want to make it very clear — that the return you are going to get 
at the end of 5 years is small. A lot of the income increases would 
happen the sixth, the seventh, the eighth, the ninth and tenth 
years, which we do have plans to follow through the investment 
cycle and will continue to report to Congress. 

Now, we also have interim results. And what we consider interim 
results, for others, is final results. To give you an example, we have 
completed over 200 newly constructed schools within our compact 
countries. We have trained over 155,000 in the use of modern tech- 
nology. 

In addition to modern technology training, we also provide them 
marketing skills, business skills. We want to make those farmers 
small-business entrepreneurs. And many of these countries also 
have chosen to invest their development dollars in infrastructure 
and in agriculture, which are key and vital for trade and invest- 
ment-related activities. 

We are helping a number of them, also, to become food-secure. 
I have a great example for you. Congresswoman Lowey. In Ghana, 
for the first time, MCC-trained farmers sold $300,000 worth of 
extra crops to the World Food Programme last year. Here is a 
country that we are trying to help to become food-secure. Not only 
are they producing to help themselves, feed their family and their 
country, but they are selling extra crops to the World Food Pro- 
gramme. 

And the program was so successful, we have added an additional 
four countries to that pilot program. We have added Mozambique, 
we have added Mali, we have added Burkina Faso, and we have 
added Senegal. And we have over 80,000 hectares of land under 
cultivation. We have assisted over 4,000 small-business entre- 
preneurs. 

And, like I said, I could provide you very detailed results country 
by country, but, also, what is even more impressive is the fact that 
many of the results are complemented with policy reforms, whether 
it be land policy reforms or, in the case of Lesotho, where pre- 
viously women were not allowed to do binding business trans- 
actions — they needed to get the signature of their spouse or they 
needed to get a signature of a male figure within their family. But 
the parliament changed that law, and women are able to do the 
same transactions as their male counterparts. 

So we have a lot of policy reforms that are taking place in many 
of our countries. 

Mrs. Lowey. Thank you. 

Ms. Granger. Mr. Diaz-Balart. 
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Mr. Diaz-Balart. Thank you, Madam Chairwoman. Let me first 
apologize for being late, but two other hearings at the same time. 

Ms. Granger. We understand. 

Mr. Diaz-Balart. You know that is. 

How are you, sir? 

Mr. Yohannes. Pretty good. How about you. Congressman. 

Mr. Diaz-Balart. Let me again first apologize beforehand if you 
have already gone over this. And if you have, I will 

Mr. Yohannes. No problem. 

Mr. Diaz-Balart [continuing]. Get it later from the staff. But 
you were talking about Honduras when I walked in. And 

Mr. Yohannes. Yes. 

Mr. Diaz-Balart [continuing]. It is pretty evident that that has 
been a pretty large success. Net income increased from approxi- 
mately |l,800 to $3,500 after 2 years of assistance per hectare? 
That is an 88 percent increase. That is pretty dramatic. 

How does that compare to other programs? Is that average? Is 
that pretty dramatic? 

Mr. Yohannes. I think every program is different. I think, again, 
this is an early data. The question becomes, what would have hap- 
pened if those farmers were not trained by MCC? I think the an- 
swer might be, their incomes might have gone up by maybe 10 or 
15 percent. But I think when you see this kind of return, it is dra- 
matic and, by far, it is very powerful. 

Again, this is early data. The numbers could go up dramatically 
or the numbers could go down, once we get the final evaluations. 

But these are people that were previously growing, you know, 
corn but now are growing herbs, vegetables, and fruits, selling to 
Wal-Mart and earning a better life for themselves and their fami- 
lies. And a lot of their produce is sold domestically as well as inter- 
nationally. 

Mr. Diaz-Balart. So, again, you can’t expect that kind of result 
everywhere, obviously. 

Mr. Yohannes. It is our intent. 

Mr. Diaz-Balart. It is your intent, and that is good; that is a 
good goal. But if you were to venture to guess why — with the ca- 
veat that this could change, but if those numbers are somewhat 
close to becoming the real numbers, any idea why that is so dra- 
matic, in the case of Honduras? 

Mr. Yohannes. I think, again, it is — you know, I will give you 
an example, also another example when I was in Ghana. And I met 
with a number of farmers when I was in Ghana. In fact, I remem- 
ber meeting this woman, her name was Mavis. She is a very petite 
but very strong woman farmer. So she told me, “Mr. Yohannes, I 
used to get only 9 bags of rice from about 10 acres of land. Today, 
after you gave us the training program, I am producing about 150 
bags of rice per year,” which is dramatic. 

Okay? So that may be the exception, but I have cases like that. 
It is because they are growing different kinds of crops. Also, they 
have access to markets. Because, like in Honduras’ case, not only 
have we trained about 7,500 farmers in the use of modern tech- 
nology, but we also provided them with 510 kilometers of new 
roads. That provides many of those farmers access to markets, so 
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a lot of the produce is in markets on time, commanding a better 
price for their produce. 

So it is a combination of all. It is what they grow. It is also mak- 
ing sure that they have access to markets. And, again, previously 
those farmers farmed corn, which was saturated in those countries, 
and there were not enough markets. But today they know exactly 
what is expected; they are planning and producing. In fact, many 
of the them are taking orders, instead of just farming. 

Mr. Diaz-Balart. That is amazing. 

And, Madam Chairwoman, if I may, a last question. I think I 
have a couple minutes left. 

The key is, you want to make sure that that progress is sustain- 
able over the long term. And how confident are you, at least in the 
case of Honduras, that those changes and that increase in effi- 
ciency, et cetera, is sustainable for the long term, once we are out 
of the way? 

Mr. Yohannes. Based on what we know and based on discus- 
sions we have had with the government, the government, having 
seen the results of the first compacts, have made a commitment 
that all future development programs will be used — you know, they 
will use the MCC model to do that. 

Also, the government also has created conditions in that country 
to make sure that those investments are sustainable. Like I said, 
I talked about how they have set aside some additional funds to 
maintain the roads. 

But, also, they have created or are continuing to create the condi- 
tions, the environment in Honduras to make sure that the private 
sector is flourishing and is the biggest player in the economy. 

So, again, we will continue to follow through, but, you know, 
given the success we have had in the program, which is supported 
by the entire constituency of that country, we believe that they will 
follow through with making sure that they are sustainable. 

Mr. Diaz-Balart. Thank you. 

And, Madam Chairwoman, as you very well know, that small, 
heroic country, they are a pro-American democracy, and we need 
to make sure that we treat them that way. 

Ms. Granger. Absolutely. 

Mr. Diaz-Balart. Thank you. 

Ms. Granger. Mr. Dent. 

Mr. Dent. I have no questions. Thank you. Madam Chairwoman. 

Ms. Granger. I have one short question. As you aware, the 
President’s fiscal commission recommended that U.S. Government 
agencies reduce their employee travel costs by 20 percent. Other 
groups have called for a 50 percent reduction. There was an 
amendment that was filed but not offered to the House version of 
H.R. 1 that tried to accomplish this, government-wide. 

Can you discuss the MCC’s efforts at cutting travel costs and any 
future plans to do so in the next fiscal year? 

Mr. Yohannes. Thank you. Madam Chairman. 

We watch every penny. I come from a business where I had to 
watch every penny, and we have implemented the same principles 
and discipline at MCC. 

To give you an example, even though we have more countries 
today than we ever had in the past, our programs, at this stage. 
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require a lot of visits from people here from MCC. We have cut 
down our travel budget by almost 20 percent compared to 2 years 
ago. We are spending this year the same amount as we did last 
year. And next year we are going to be spending the same amount 
as we did this year, despite, you know, the expenses that have been 
added to travel by carriers and even though we had a lot of activ- 
ity. 

But it is being controlled. We watch every penny to make sure 
that we are not spending taxpayers’ dollars wastefully. 

Ms. Granger. Thank you very much. 

Mr. Cole. 

Mr. Cole. I just wanted to go back to my friend, Mr. Diaz-Balart, 
and just add for historical accuracy that, in Honduras, you are 
working mostly with Native American farmers. Sixty percent of the 
food crops we now eat were developed by Native Americans before 
Columbus. You are working with the best. So you are going to get 
very good results. 

Mr. Diaz-Balart. Touche. 

Mr. Cole. On a more serious note, we have focused a lot on the 
partnerships we have forged with other countries and how you 
choose those. I would like to ask you two related questions. One, 
how carefully or often do you interact with NGOs that are active 
in the same areas? Do you forge partnerships between them and 
countries? 

Second — maybe three questions. Second, how about other coun- 
tries? Do we partner in a development sense with other countries 
that are busy and have their own aid programs? We are obviously 
not the only people in the world that do that, and other people 
have interest. 

And, third, I would just like your observations or the observa- 
tions cumulative of your agency, looking at other countries who 
also are involved in the business of dispensing aid and trying to 
spark economic development, what lessons do we need to learn? 
What are their best practices, if you will? And what things do you 
think that maybe we do a little bit better than them, just to sort 
of balance the comparison or assessment? 

Mr. Yohannes. First point, in terms of NGOs, they are very 
much involved from beginning to the end. NGOs are included dur- 
ing the constraint analysis in every country, they are included dur- 
ing project design, and they are also included during implementa- 
tion. 

Many of them have seats on the local boards that manages and 
implements our program in our partner countries. And some of 
them also are consultants and implementers of our program. So 
they are very much involved in our processes from the beginning 
to the end. 

In terms of others, we constantly are speaking to other develop- 
ment agencies around the world. We have had several meetings 
with DIFD in the U.K., and we had different meetings with Aus- 
tralians and, you know, the Danish and the Swedes and so forth, 
just trying to see if there are areas in our partner countries where 
we might be able to coordinate our efforts. 

So we are constantly looking to see, you know, what might be 
available to take advantage of the opportunities that exist. 
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Mr. Cole. Do you have any specific examples where that co- 
operation has borne fruit? 

Mr. Yohannes. We could provide a couple projects that we have 
done with DIFD in Africa. So I would be more than happy to pro- 
vide that in writing, Mr. Congressman. 

Mr. Cole. Great. Thank you. 

Mr. Yohannes. But a lot of them do budget support. And we 
don’t do any budget support. We don’t transfer any cash to our 
partner countries. We pay for those projects that are complete. 

And, probably, we are the only one that approaches development 
from a business perspective, where we don’t fund unless the pro- 
posed projects have a very good economic rate of return. Our ap- 
proach is all about the return. 

Mr. Cole. So you are different that any other program, than any 
other country operates, to your knowledge? 

Mr. Yohannes. We are. We approach it like a business. We don’t 
fund it if the projects do not have a very good economic rate of re- 
turn. 

There are some projects that are suggested by our partner coun- 
tries that are very popular by the citizens, but if they don’t meet 
our standards, we don’t fund them. 

Mr. Cole. Thank you. Madam Chair. 

Ms. Granger. Thank you. 

Mr. Diaz-Balart, do you have another question? 

Mr. Diaz-Balart. No questions. 

Ms. Granger. This concludes today’s hearing. The record will re- 
main open for Members to submit questions for the record. 

The hearing is adjourned. 
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FY 2012 Budget Request 
Questions for the Record 
Submitted by Chairwoman Kay Granger 
for CEO Daniel Yohannes, Millennium Challenge Corporation 


Procurement 


Describe in detail the procurement process that the MCC uses for implementing its 
compacts in-country. 

Procurements conducted by the Millennium Challenge Account (MCA) entities in the 
compact countries are conducted using the MCC Program Procurement Guidelines, 
which are based on the World Bank’s procurement guidelines, but include additional 
requirements that preclude our partner countries from giving preference to domestic 
bidders or awarding a contract to a bidder excluded from receiving U.S. government 
funding. MCC has also added restrictions against contracting with government-owned 
entities and is implementing safeguards against human trafficking. Additionally, MCC is 
a leader in enforcing requirements to fully integrate and take account of gender and social 
and environmental impacts. All MCC compacts also include strict fiscal accountability 
and procurement requirements, which include regular audits of each compact and 
required use of competitive contracting procedures, as well as performance based 
mechanisms in the award of all contracts and task orders. All of MCC procurement- 
related documentation is posted on the MCC public website for review by MCAs, bidders 
and the public at large. 

MCC has oversight on all procurements and is committed to quality work that will be 
sustainable after MCC’s investment. The MCAs typically hire supervising engineers for 
significant works projects. MCC’s staff engineers provide regular oversight on 
infrastructure projects to ensure all work is done to the required standards and satisfies 
the obligations of the contract. 

MCC also requires each MCA to implement a “Bid Challenge System” that provides 
bidders a review of any procurement result should they believe that the procurement 
process was flawed in some way. 

How does this system build capacity at the local level yet also keep checks in place to 
safeguard against mismanagement and corruption? 

As part of MCC’s focus on country ownership, procurements related to the compact 
program are awarded and administered by the MCA entities through an international, 
competitive bidding process. The MCA entities are primarily responsible for the overall 
management and implementation of compact activities. MCC helps build the capacity of 
the accountable entities by providing training and on-going technical assistance and by 
facilitating the exchange of best practices among MCA entities. 
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In Cape Verde, for example, MCC’s compact helped to facilitate a new electronic 
procurement system designed to standardize procurement procedures and provide 
government officials, suppliers, and the public information on procurement rules, 
opportunities, and transactions records. This small investment, together with MCC- 
supported training of 450 officials across the government and the government’s own 
investments in broadband access and accounting systems, allowed Cape Verde to put into 
practice its new procurement law. The law, modeled on international procurement 
standards such as those used by the World Bank and MCC, is designed to increase 
transparency and efficiency across the public sector. 

MCC’s Compact with Ghana includes a Procurement Capacity project to develop a cadre 
of procurement professionals and the public procurement capacity of the Ghanaian 
government. Under this program, a qualified procurement workforce is being developed 
in partnership with international public procurement certifying entities, the country’s 
higher education institutions, and internships with government offices engaged in public 
procurement. A key to this program’s success is the establishment of a complimentary 
professional designation, certification, and career path for procurement professionals in 
the Ghanaian civil service. 

MCC guards against mismanagement and corruption through expert review of 
procurement documents, and MCC approval is required for most procurement steps to 
proceed (e.g. the procurement/selection method to be used, the prequalification/short list 
if applicable, the issuance of the Request for Proposal or Invitation for Bid, and the 
evaluation of proposals/bids and recommendation of award). MCC is also providing 
fraud and corruption awareness training to each MCA and working with each of them to 
undertake a fraud and corruption risk assessment. In addition, MCC maintains an 
anonymous Fraud and Corruption Reporting channel and facilitates direct access to 
USAID’s Office of the Inspector General for MCC. 

What could USAID and the multilateral institutions learn from your proeurement 

practices and how could they be applied outside of the MCC model? 

MCC’s governing statute allows MCA funding to be competed internationally, through 
open international bidding. This type of competitive bidding, also known as “untied aid,” 
is recognized as a best practice in development effectiveness and has several advantages. 
Untied aid allows for competitive pricing and therefore better value for taxpayer dollars 
and greater benefits to recipients. As a result, a larger pool of technically-qualified 
companies is eligible to bid on compact funded infrastructure, services and goods 
procurements. In addition, MCC’s country partners are directly responsible for the 
conduct and oversight of procurements, which helps build managerial and administrative 
capacity. Were MCC itself to conduct procurements for its compact funding, a 
significant increase in MCC staffing would be required, thereby increasing administrative 
costs; conducting procurements in that way would also defeat many of the objectives set 
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forth in MCiC’s governing statute that established a lean oversight organization relying on 
host country management of the compact projects. 

While maintaining its commitment to untied aid, MCC does not perniit government- 
owned enterprises (GOEs) from competing for MCC financed contracts in order to assure 
a level competitive playing field. 


Does each donor set up its own local program management unit? How is this coordinated? 

Each donor has its own operating procedures for managing its assistance. AtTaiigenients 
range from direct budget support to direct provision of goods and sendees. MCAs are 
similar, although not identical to some Project Implementation Units that are commonly 
associated with multi-financial institutions. MCAs are an example of effective public 
administration and have helped countries demonstrate their ability to implement 
programs. 


Threshold Countri es 


Please list all countries with current threshold programs, which entity in the USG or 
outside implements the program, at what funding level, and from which year w ere funds 
provided. 




Albania Stage i! 

7/31/2011 

USAID 

DOJ/OPDAT 

FY08 

$15,731,000 

Peru 

12/31/2011 

USAID 

DOJ/ICITAP 

FY07 

$35,585,000 

Paraguay Stage i! 

10/31/2011 

USAID 

DOJ/OPDAT 

DOJ/ICITAP 

Dept Treasury/OTA 

FY06, 

FY07, FY09 

$30,300,000 

Rwanda 

12/31/2011 

USAID 

DOJ/ICITAP 

FY07 

$24,730,000 

Liberia 

9/30/2013 

USAID 

N/A 

FYOS. FY09 

$15,073,050 

Timor-Leste 

10/31/2013 

USAID 

N/A 

FY04, Fy09 

$10,496,000 

Total Funding; f : g v / . ■ ' ^ 

$131,915,050 


What is the current MCC policy for future threshold programs? 

MCC’s Threshold Program has been redesigned to maximize its effectiveness. In FT 10, 
MCC signed threshold program agreements with Liberia and Timor-Leste, and there ai'e 
several other ongoing programs in the portfolio. 


Last year, MCC informed the Committee that MCC was conducting a review of the 
Threshold Program. The review concluded that the Threshold Program lias been a useful 
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tool in strengthening the U.S. Government’s dialogue with threshold country partners and 
supporting country-driven institutional reforms using the incentive of potential compact 
eligibility. The program has also been valuable in providing information to MCC’s 
Board of Directors regarding a country’s commitment to reforai and the prospects of 
partnership through an MCC compact. Using the program to improve performance on 
MCC’s eligibility indicators within a narrow time frame, however, was not effective in 
most cases. 


Future threshold programs will assist countries in becoming compact-eligible by focusing 
on country-specific policy reforms that address impediments to growth. Progress will be 
assessed against measurable objectives that partner governments can act upon within 
specified time frames. This will serve to strengthen the logic underpinning the Threshold 
Program and to more closely align it with MCC’s goal of creating policy environments 
conducive to reducing poverty through growth. 

A country's approach to the implementation of a threshold program will serve as a useful 
gauge of its commitment to making critical policy refonns, which is an important factor 
in assessing MCC’s opportunity to reduce poverty and stimulate long-term growth 
through a compact investment in that country. This in turn will help make these countries 
more attractive candidates for a compact investment. 


Other U S Government Agencies: 


Please list all transfers or payments made in FY2010 to other U.S. Government agencies. 

Transfers to USAID for Threshold Programs: 

- Liberia: $16,474,844 (out of which $1,401,794 are program fees) 

- Timor-Le.ste: $1 1.472,128 (out ofwhich, $976,128 are program fees) 


Compacts in which f u nding is suspended or term inated 

List all countries in which all or a portion of funding in a compact has been suspended or 
terminated. List level of funding terminated and for what purpose those funds were 
ultimately spent. 

To date, MCC has terminated, and de-obligated funds for, portions of compacts with 
Nicaragua, Honduras, and Madagascar. 
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Country 

Date of 
Termination 

Date of 
de-obligation 
of funds 

Total funds de- 

obligated 

Madagascar 

0S./3 1/2009 

12,^3/2009 

S2I.8 miUion 

Nicaragua 

07/03./2009 

01/26/2010 

S6i .5 million 

Honduras 

10/02/2009 

02/01,,2010 

$11 million 

Total ‘ h million 


All of the above recoveries were used to help fund the Moldova compact and the Liberia 
and Timor-Leste thresholds. 

In addition, as a result of actions inconsistent witlt MCC’s eligibility criteria, $55.6 
million from the Armenia compact is on hold as a result of the June 2009 meeting of 
MCC’s Board of Directors. MCC did not resume funding for the Compact’s Rural Road 
Rehabilitation Project (RRRP). MCC’s Compact investment w'as $235.6 million and is 
now approximately $180 million, excluding the remaining RRRP funds. 

Operating Expenses 

How many full-time equivalent positions are currently on board at MCC as of March 30, 
2011 ? 


• As of March 30, 2011, MCC had filled 277 full-time equivalent (FTE) positions. . 

What is the number of actual employees as of March 30, 2011? Of which how many are 
overseas? 


• As of March 30, 2011, MCC had 280 total employees, (277 FTEs plus two private 
sector Board Members who are special government employees and one paid intern). 
There are 32 employees overseas. 

What is the average pay for MCC employees? 

• As of March 30, 2011. MCC’s average annual salary is $123,430. As an agency 
which primarily oversees highly technical foreign a,ssistance agreements, MCC is 
staffed with a highly-skilled and experienced workforce. Nearly 40 percent of MCC 
staff are technical experts who help ensure that its programs are well designed, 
responsibly implemented, and objectively evaluated, including engineers, economists, 
and experts in agriculture, infrastructure, procurement, health, education, and 
monitoring and evaluation. MCC has relatively few lower-graded administrative 
positions, which affects average pay and median pay calculations. MCC pay is based 
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on skill level, complexity of work, scope of responsibility, location of work, 
experience level, and other requirements. 

How much does MCC budget for pay and benefits per employee? 

• MCC has budgeted an average of $142,4 13/employee in FY 2011 and 
$ 145,742/employee in FY 2012 for pay and benefits. As an agency which primarily 
oversees highly technical foreign assistance agreements, MCC is staffed with a 
highly-skilled and experienced workforce. Nearly 40 percent of MCC staff are 
technical experts who help ensure that its programs are well designed, responsibly 
implemented, and objectively evaluated, including engineers, economists, and experts 
in agriculture, infrastructure, procurement, health, education, and monitoring and 
evaluation. MCC has relatively few lower-graded administrative positions, which 
affects average pay and median pay calculations. MCC pay is based on skill level, 
complexity of work, scope of responsibility, location of work, experience level, and 
other requirements. 

What is the median pay for MCC employees? 

• As of March 30, 2011, MCC’s median pay is $131,250. As an agency which 
primarily oversees highly technical foreign assistance agreements, MCC is staffed 
with a highly-skilled and experienced workforce. Nearly 40 percent of MCC staff are 
technical experts who help ensure that its programs are well designed, responsibly 
implemented, and objectively evaluated, including engineers, economists, and experts 
in agriculture, infrastructure, procurement, health, education, and monitoring and 
evaluation. MCC has relatively few lower-graded administrative positions, which 
affects average pay and median pay calculations. MCC pay is based on skill level, 
complexity of work, scope of responsibility, location of work, experience level, and 
other requirements. 

Please list all positions that are considered political appointees at MCC and indicate 

(without names) if they are filled or not as of Mareh 30, 2011. 

• Chief Executive Officer (filled) 

• Four private-sector Board Members who are considered special government 
employees (2 positions filled as of March 30, 201 1) 

Please list the number of overseas trips taken by MCC employees in FY 2010. 

• MCC’s oversight model maintains only two US employees per country and relies on 
regular travel to compact and threshold countries. MCC employees took 485 
overseas trips in FY2010, including 32 employees stationed overseas who were 
required to travel at regular intervals because of the location of their duty station and 
the nature of their work. 
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How many employees traveled overseas in FY 2010? 

• 181 MCC employees traveled overseas in FY2010, including 32 employees stationed 

overseas who were required to travel at regular intervals because of the location of 
their duty station and the nature of their work; 14 of the 181 employees listed above 
were no longer on board as of September 30, 20 1 0. 


Georaia Investment Fund 

The Georgia compact provided $30 million in capital for investment in enterprises in 
Georgia. How much compensation was the Fund Manager paid per year in pay and 
beneflts, current and deferred? 

The terms of the agreement set annual Fund Manager compensation at 3% of committed 
capital ($30 million) until the end of the compact (April 7, 2011). Thereafter, and until 
five years following the end of the compact, quarterly compensation is set at .75% of the 
cost basis of its then-existing remaining investments. In addition, beginning in the 
second year of its engagement, the Fund Manager has been eligible for an annual bonus 
based on results and 20% of carried interest after realized returns of the amount of 
committed capital. Accordingly, $900,000 of compensation was paid in each of the past 
four years. Bonuses of $250,000 were paid for 2008 and 2009. A bonus amount for 
2010 has yet to be determined by the fund’s board of directors and no carried interest has 
yet been earned or paid. No compensation has been deferred. 

List all investments made by the Fund, the dollar amount lent or granted, the form of 
funding (grant or loan), the return to date by year on each investment, and the 
development impact of each investment. 

As of February 2011, eleven investments totaling almost $23 million had been provided 
to companies in the form of debt and equity. Approximately 10% of the amount invested 
was in the form of equity with the remainder in the form of straight loans or mezzanine 
debt (i.e. loans with some equity-like features). By the end of the compact, the fund’s 
board of directors had approved five additional investments, although several of those 
investments had been only recently approved and might not be consummated, depending 
on the availability of funding and other factors. 
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COMPANY 

LOAN 

AMOUNT 

PRINCIPAL 
REPAID 
(as of teaoii) 

LOAN 

OUTSTANDING 
(as of 4/25/2011) 

EQUITY 
DISBURSED 
(as of 4/25/2011) 

DOKI 

2,400,000 

33,333 

2,366,667 

600,000 

BAZI 

2,292,751 


2,292,751 

187,252 

RHCEULI 

1,419,250 

- 

1,419,250 

380,750 

PIUNIK 

2,000,000 

707,512 

1,292,488 


PRIME 

2,890,000 

290,999 

2,599,001 

110,000 

ECOPEX 

1,650,000 

310,819 

1,339,181 

350,000 

DELTA 

3,000,000 

1,099,662 

1,900,338 

. 

DOG AN 

700,000 

83,838 

616,162 

- 

MADAI 

2,500,000 

454,163 

2,045,837 

500,000 

TETNULDI 

1,900,000 

2,109 

1,897,891 

0 

TOTAL 
OFFICIALLY 
REPORTED 
INVESTMENTS 
(as of 2/2011) 

20,752,001 

2,982,435 

17,769,566 

2,128,002 

Potential Investments after 2/2011 

lOLI 

2,906,250 

- 

2,906,250 

93,750 

TEREMOK 

650,000 

- 

650,000 

350,000 

B2B* 

1,500,000 


1,500,000 

700,000 

RITSEULA* 

3,000,000 


3,000,000 


B.I.G.* 

1,000,000 


1,000,000 


TOTAL 

POTENTIAL 

INVESTMENTS 

9,056,250 


9,056,250 

1,143,750 


*Approved but not disbursed as of April 25, 20! 1 


Development return is measured by several parameters. The following is the preliminary and 
un-audited summary of those parameters. 


COMPANY 

Revenue 

Growth 

Wage Growth 

Tax Growth 

Local Purchases 
Growth 

DOKI 

-35% 

6% 

9% 

-29% 

BAZI 

-3% 

-28% 

-15% 

11% 

RHCEULI 

38% 

-8% 

17% 

40% 

PIUNIK 

23% 

62% 

29% 

13% 

PRIME 

333% 

48% 

189% 

188% 

ECOPEX 

16% 

159% 

70% 

32% 

DELTA 

49% 

38% 

35% 

74% 

TETNULDI 

100% 

2% 

23% 

1016% 

MADAI 

110% 

126% 

134% 

45% 

OOGAN 

-26% 

-10% 

-4% 

-24% 
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LLst the overhead and administrative expenses of the Fund management by year (including 
travel expenses). 

The following are the overhead and administrative expenses reported by the Funds 
Manager). Note that personnel and other direct expenses have not been included. Also 
note that these expenses are the obligations of the fund manager and are paid out of their 
revenues. 


Expense 
(in thousands) 

2007 

2008 

2009 

2010 

Travel & 
Transportation 

22.9 

34.6 

24.2 

16.9 

General & 

Admin Expenses 

114.9 

66.4 

67.8 

60.3 

Rent and Repairs 

26.2 

61.8 

68.7 

73.6 

HQ Admin Costs 

135.0 

135.0 

135.0 

135.0 

HQ Overhead 

Cost 

315.0 

315.0 

315.0 

315.0 


What will happen to the assets of the Fund once the MCC compact is closed later this year? 

Prior to the end of the compact, the ownership interest in GRDF was transferred from 
MCG to an agency in the Ministry of Finance of Georgia. By the end of May, an 
agreement is to be drafted between this entity and the Ministry of Education regarding the 
use of proceeds by the Ministry of Education to supplement the resources of an existing 
higher education scholarship fund within Georgia. Georgia perceives its lack of technical 
skills as one of its constraints to further development. 

Describe the results and evaluation measures used by MCC for this Fund. 

The following five results and evaluation measures, or performance indicators, for the 
GRDF program measure results: 

• Increase in gross revenues of portfolio companies; 

• Increase in portfolio company employees; 

• Increase in local suppliers to the portfolio companies; 

• Increase in wages paid to the portfolio company employees; and 

• Increase in locally sourced goods and services purchased by the portfolio 
companies. 

These indicators represent the development results for both companies and employees 
affected by the project. Additionally, there are eleven process milestones. Two key 
process milestones are: 1) the number of portfolio companies; and 2) funds disbursed to 
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the portfolio companies. The indicators were updated quarterly from reports received by 
the implementer and reviewed by MCG. Precise definitions are available in the Georgia 
Compact Monitoring and Evaluation Plan, available online at MCC’s website. 

Reported results as of December 10, 2010 indicate that GRDF has not yet met targets 
established at the beginning of the compact. Funds disbursed to the portfolio companies 
have reached their compact-end target, but outcome indicators have not yet been reached. 
There are a variety of reasons for this performance pattern, including: the unexpected 
regional conflict, which affected the profitability of the first round of investments in the 
tourism industry, among others; the international financial crisis, which affected the 
construction industry that had already seen lower profitability due to the conflict; some 
early initial delays in investments; and initial expectations of heavy investments in labor- 
intensive agricultural businesses that did not materialize. 

GRDF has demonstrated some progress against targets set for financial outcome 
indicators. Increase in locally sourced goods and services purchased by the portfolio 
companies has reached 79 percent of target, and Increase in gross revenues of portfolio 
companies has reached 59 percent of target as of December. GRDF performance in terms 
of job-related outcome indicators has been slower. 

MCC has not revised downward the initial targets for GRDF to adjust for revised 
expectations due to the reasons indicated above. Final figures reported by the end of the 
compact closeout period are expected to be somewhat higher than currently reported. In 
addition, the fund itself continues to exist five years after the compact end date and could 
improve performance relative to its first few years. 

In addition to monitoring progress toward development impact, MCC formally assesses 
achievement of results and impacts through independent evaluations. In the case of 
GRDF, this evaluation is planned to be completed after or near the end of when all 
rounds of investment have taken place (i.e. in four to six years with the expectation of an 
interim report if preliminary results would be available) to account for long-term results 
across all reinvestments. 
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Questions for the Record 
Submitted by Chairwoman Kay Granger 
On behalf of Denny Rehberg 
For the MCC Hearing 
March IS, 2011 


When the Millennium Challenge Corporation (MCC) was created, Congress said that a 
central part of its mission was to reward and partner with those countries that have made a 
commitment, as evidenced by published indicators, to corevalues such as governing justly, 
investing in people and economic growth through market-based economic policies. Do you 
agree that this purpose — rewarding/partnering with such countries ~ is and should remain 
a core part of the MCC mission? 

Yes. MCC’s fundamental mission remains the promotion of poverty reduction through 
economic growth, and partnering with countries that have demonstrated their commitment to 
ruling justly, investing in people, and encouraging economic freedoms remains a core part of 
MCC’s identity and approach. 

In accordance with MCC’s founding statute, each year MCC’s Board of Directors selects 
countries for MCC eligibility based on a demonstrated commitment to; 

1) just and democratic governance — including a demonstrated commitment to promote 
political pluralism, equality, and the rule of law; respect human and civil rights, including 
the rights of people with disabilities; protect private property rights; encourage 
transparency and accountability of government; and combat corruption; 

2) economic freedom - including a demonstrated commitment to economic policies that 
encourage citizens and firms to participate in global trade and international capital 
markets; promote private sector growth; strengthen market forces in the economy; and 
respect worker rights, including the right to form labor unions; and 

3) investments in the people of such country, particularly women and children, including 
programs that- promote broad-based primary education; strengthen and build capacity to 
provide quality public health and reduce child mortality; and promote the protection of 
biodiversity and the transparent and sustainable management and use of natural 
resources. 

MCC takes this aspect of its approach seriously. This is visible, not only in the list of 
countries selected as eligible for compact and threshold assistance, but also in MCC’s 
measured response to policy declines in partner countries. MCC also has demonstrated a 
willingness to take the difficult decision to suspend or terminate investment projects in the 
face of a clear pattern of action contrary to MCC’s eligibility criteria on the part of a partner 
government. 
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As the legislation for the MCC was being debated, a principle argument in its favor was 
that it would focus on impoverished countries and peoples. It seems as though MCC is 
attempting to partner with more Lower Middle Income Countries. At a time when poverty 
is as strong as ever in many regions, and when our tax dollars are as precious as ever, why 
should we seek to partner with more LMIC countries? 

In accordance with MCC’s founding statute, MCC limits the total amount of assistance 
provided to lower middle income countries (LMIC) in any fiscal year to 25 percent of the 
total amount of assistance provided to all countries in that fiscal year. 

There are important reasons for MCC to work with LMICs - transition to a higher 
income category does not mean the elimination of poverty. Since Fiscal Year 2005, 
twenty countries originally classified as low income countries (LIC) have shifted to 
LMIC. Graduation to a new income category typically occurs because of one or more of 
the following factors: slight changes in economic growth rates, exchange rates, or relative 
inflation, and changes or revisions in data collection or analysis. 

This graduation does not typically represent a dramatic improvement in overall living 
standards of a country’s population. Around the cut-off amount for the income category, 
there is little difference in the average rate of people living under $2 a day for LICs and 
LMICs. The average poverty rate for the wealthiest half of LICs is 52%. The average 
poverty rate for the poorest half of LMICs is 48%. Several MCC partners in the LMIC 
category actually have higher rates of people living under $2 a day than some of MCC’s 
LIC partners. For example, Indonesia (54%), the Philippines (45%) and Cape Verde 
(40%) are all LMICs but have higher poverty rates than LIC partners Honduras (35%) 
and Moldova (28%). 

MCC believes that to reduce poverty through growth, we must identify partners that have 
both poverty and the opportunity for economic growth. In some cases, these countries 
have moved into the LMIC category, but they remain clearly appropriate locations for 
MCC’s particular type of economic development assistance. 

I know MCC is moving towards second compacts with certain countries. Should any 
country which has seen a decline in their indicators, or little change, be rewarded with a 
second compact? If so, why? 

MCC endeavors to work with partner countries where investments will have the greatest 
returns in terms of poverty reduction and economic growth, and where U.S. taxpayer 
resources will be used most effectively. In some cases, the greatest opportunities for 
impact and effectiveness may be in deepening partnerships with existing partners because 
of their familiarity with the MCC model, sustained policy performance, governance and 
fiduciary capacity, and measurable progress in advancing first compact goals. 

In determining eligibility for subsequent compacts, a country’s policy performance on the 
indicators remains critical to Board considerations. However, while MCC indicators are 
helpful in terms of identifying good performers, a number of factors make the indicators 
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difficult to use in tracking trends over the short- to medium-teim. MCC recognizes that 
year-on-year changes in indicator performance can be affected by actual trends in policy 
performance, as well as by changes in the peer-group median; transition into a new 
income category (e.g., from LIC to LMIC); revisions or corrections of data; the 
introduction of new sub-data sources; and changes in the indicators used to measure 
performance. 

Consequently, MCC also provides the Board with supplementary information intended to 
help identify those countries that have, by and large, continued or improved their overall 
commitment to a sound policy environment. MCC believes that the second compact 
selections made by the Board to date bear out this approach. 

In your opinion, are the indicators simply the hurdles over which a country must pass in 
order to qualify for an MCC compact, or are they ends in themselves? In other words, is 
MCC’s sole mission to promote economic development, or is it to also foster progress on 
each of the indicator areas? 

MCC’s core mission remains the promotion of poverty reduction through economic 
growth, and MCC’s eligibility indicators allow it to pursue that mission in a way that 
supports progress in other critical areas of development. This creates powerful incentives 
for good policy performance which are positive ends in themselves. 

MCC’s indicators are, at root, proxy measures of the governing, social, and economic 
policies that research suggests are linked to broad-based sustainable economic growth. 
By using these indicators, MCC is able to put into practice a main tenet of aid 
effectiveness: that aid intended to promote economic development is most effective in 
relatively well-governed poor countries. MCC uses objective means to measure country 
governance and then selects as compact eligible those countries that are choosing policies 
that promote good governance, human capital, and economic freedom. 

MCC’s practice of tying its compact eligibility selection decisions to performance on the 
indicators also helps to incentivize countries to implement policy reforms - this often 
leads to progress in the policy areas measured by the indicators. At times, this may 
produce stand-alone accomplishments in areas such as higher immunization rates, 
improved governance, or improved investment climate. 



782 


FY 2012 Budget Request 
Questions for the Record 
Submitted by Representative Nita M. Lowey 
for CEO Daniel Yohannes, Millennium Challenge Corporation 

Control of Corruption: Corruption fundamentally undermines economic growth and is a 
serious problem in most developing countries. There were reports in several compact countries 
that businesses were facing unreasonable regulation and extortionate practices by members of the 
government. 

What indicators do you use to measure if a country’s pattern of action warrants a 
suspension or termination of compact assistance? 

The Millennium Challenge Act of 2003, as amended, establishes MCC’s right to suspend 
or terminate assistance to a country in the event that the country demonstrates a pattern of 
actions that is inconsistent with the criteria MCC uses to determine eligibility for 
compact assistance. MCC’s Policy on Suspension and Termination states that a “pattern 
of actions” could be evidenced either by an “actual decline in performance on the 
indicators used to determine eligibility” or through “actions by the country which are 
determined to be contrary to sound performance in the areas assessed for eligibility,” 

In cases where MCC determines that a country has demonstrated a pattern of actions that 
is inconsistent with the MCC eligibility criteria, the CEO makes a recommendation to the 
Board of Directors. The Board subsequently makes a decision about suspension or 
termination. 

Given the lag time between when policy decisions are implemented and when such 
decisions are reflected in the data, a policy reversal or pattern of actions inconsistent with 
the eligibility criteria need not be reflected in the indicators for a country to be warned, 
suspended or terminated. At the same time, if a compact eligible country does not meet 
the formal criteria in a given year, this does not necessarily indicate a significant policy 
reversal or pattern of actions inconsistent with the eligibility criteria. 

MCC’s Policy on Suspension and Termination is publicly available at www.mcc.gov . 

What guidance is provided to MCC staff on methods and strategies to prevent fraud and 
corruption? 

In 2009, MCC approved a Policy on Preventing, Detecting, and Remediating Corruption 
and Fraud in MCC Operations, which outlines principles to which MCC will adhere with 
respect to preventing, detecting, and remediating the risk of fraud and corruption. The 
policy offers guiding principles, specific actions MCC will undertake, and remediation 
MCC may pursue to address fraud and corruption. The policy is available on MCC’s 
public website. 

In accordance with the policy, MCC is developing and implementing anti-fraud and 
corruption training that is available to all MCAs. To date, seven MCAs have completed 
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the course, which covers various types of fraud and corruption that can occur throughout 
the life of any compact, and ways to prevent such acts. The course also prepares MCAs 
to take part in the joint MCC/MCA Fraud and Corruption Action Plan development, a 
process of establishing MCA ownership over the identification and management of risks 
of fraud and corruption specific to their individual compacts. Finally and of particular 
importance, the course reviews the process of reporting fraud and corruption to the Office 
of the Inspector General (OIG) hotline and to MCC. MCC staff members are also being 
trained on the policy, and are instructed to alert either OIG and/or MCC management of 
any suspected fraud or corruption on MCC-funded activities. Finally, the OIG trains all 
MCC employees on fraud awareness, including how the OIG investigates allegations of 
fraud and corruption and the ways to report allegations of fraud and corruption. The OIG 
also presents fraud awareness training to the MCAs as part of MCC’s anti-fraud and 
corruption training. 

What steps does the MCC take to insure that Compaets are implemented free from corrupt 

practices? Have these efforts proven to be effective to date? 

MCC takes the issue of corruption in all of its countries very seriously, and it monitors its 
ongoing programs to ensure that funds are being used responsibly. Even with the best 
performers, MCC recognizes that there can be risk of fraud and corruption. This is why 
MCC has established strict oversight and accountability measures, including regular 
audits, and a policy and training program on preventing, detecting and remediating fraud 
and corruption in MCC operations. 

MCC has not had a loss of compact assets due to fraud and/or corruption because it has 
established important control, oversight, and technical standards within the MCAs, 
responsible for compact implementation, MCC also uses a secure, direct payment 
mechanism, called the Common Payment System, to make payments to contractors 
directly; and has instituted a comprehensive policy on preventing, detecting, and 
remediating fraud and corruption. 

Because MCC takes all allegations seriously, it has established an intake process to 
respond consistently and effectively when an allegation is submitted. This process 
involves close coordination with the Office of the Inspector General (OIG) and relevant 
MCC and MCA staff to determine an appropriate course of action. 

MCC also has a link on its public website to enable anyone to report allegations fraud and 
corruption directly to MCC and/or to the OIG. MCC has conducted outreach among 
headquarter and MCA staff to ensure that everyone knows where to report allegations of 
fraud and/or corruption. 

To reduce the risk of fraud and corruption even beyond the protections of standard 
safeguards, per its policy, MCC is engaging MCAs in the new Anti-Fraud and Corruption 
policy and assisting them in developing action plans to mitigate risks on an activity-by- 
activity level. By the end of February 2011, seven MCAs have completed the training 
and three have finalized action plans in place. These action plans will be posted to the 



784 


MCA website. 

MCC’s policy team also monitors the environment of good governance inside a country 
because the sustainability of our investments could at any time be called into question. 
When high level corruption is alleged or uncovered, MCC will determine if there is a 
‘pattern of actions’ which could trigger our suspension policy. Ultimately, the Board of 
Directors makes the determinations, which is based, in large part, on MCC consultations 
with experts inside the country in question. 

If corruption is “pass-fail” why have countries that failed in the years following their 
selection been permitted to maintain their eligibility? 

Corruption is often a major impediment to economic growth and government 
effectiveness, especially in the world’s poorest countries, which is why MCC places a 
heavy emphasis on countries’ anti-corruption framework. 

The Control of Corruption indicator is the only “hard hurdle” to MCC eligibility; 
countries must be in the top half of their income group on that indicator to be considered 
“passing” the indicator criteria. This is a commitment MCC takes seriously. Since 2005, 
MCC’s Board has not chosen a country that did not perform above the median on the 
Control of Corruption indicator at the time of selection. 

Sometimes countries that passed the Control of Corruption indicator when they were 
initially selected as compact eligible do not continue to pass in subsequent years. There 
are many factors that can contribute to downward movement on the indicator score 
besides policy performance, including changes in the relative performance of other 
countries, changes in the low income country or lower middle income cohort, and 
changes in the methodology of the worldwide governance indicators from year to year. 

Along with monitoring the Control of Corruption indicator, MCC considers supplemental 
information, including expert narratives from organizations like Freedom House and 
Bertelsmann Transformation Index, rankings on the Transparency International 
Corruption Perceptions Index, and interagency information and reporting. 

How do you monitor corruption? What tools does MCC have if a partner eountry’s 
commitment to controlling corruption wanes? 

MCC takes the issue of corruption in all partner countries seriously at all stages of 
decision making. When determining eligibility, MCC looks closely at a country’s score 
on the Control of Corruption Indicator. Since 2005, the MCC Board has only selected 
countries that pass this indicator as eligible for new Compact assistance. For example, in 
the cases of Honduras, whose first compact closed-out in the fall of last year, compact 
implementation went extremely well and MCC would have welcomed the opportunity to 
work with Honduras again. However, Honduras did not pass the control of corruption 
indicator in the FY 2012 selection cycle; they were just below the median. MCC’s Board 
did not select Honduras as eligible. 
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MCC also continues to monitor anti-corruption efforts in country partners after they 
become eligible for compact assistance. An example of where this has been constructive 
is in Senegal, where MCC has been closely monitoring reports of corruption. Last 
November, MCC raised concerns about announced changes to the public procurement 
and audit processes. MCC worked closely with the State Department and Treasury 
Department to ensure that messaging about these concerns was consistent across the 
USG. In January, the Prime Minister responded directly, acknowledging that others 
shared MCC’s concerns, and that the amendment had been altered so exemptions applied 
only to military procurements. ’ At the same time, the Government of Senegal also named 
a new director for the Agency to Regulate Public Procurements. His experience and 
technical competence is recognized by the U.S. government and others as a signaling a 
strong commitment to sound policy. 

Thirdly, MCC monitors its ongoing programs to ensure that funds are being used 
responsibly. Even with the best performers, MCC recognizes that there can be risk of 
fraud and corruption anywhere. This is why we have established strict oversight and 
accountability measures, including regular audits, and a policy and training program on 
fraud and corruption. 

In extreme circumstances, where a partner country displays a clear pattern of action 
inconsistent with MCC’s eligibility requirements, MCC may warn, or partially or fully 
suspend or terminate the program. As with all policy concern areas, this process would 
be governed by MCC’s Policy on Suspension and Termination. MCC’s policy staff has 
been working to bring greater clarity to how we judge corruption in our partner countries 
and how MCC will define a pattern of action necessitating a response. After 
consultations with experts, we believe that, while there are many types of corruption, 
MCC would consider a pattern of actions to undermine institutions of accountability 
(courts, anti-corruption commissions, auditors, or the media) to be the type of pattern that 
MCC should act upon. These changes in institutional structure make individual instances 
of corruption more likely, enable corruption to flourish, and cultivate a culture of 
impunity. 

Second Compacts: The request for fiscal year 2012 is $1,125 billion, of which $912 million is 
for compacts in Indonesia, and second compacts in Georgia and Ghana. I have some concerns 
about awarding second compacts in Georgia and Ghana and would like to know your reasoning 
for them. 

Why is MCC choosing to pursue a second compacts in Georgia, Ghana rather than 
entering a new country? 

MCC’s mandate is to partner with poor countries where investments will have the 
greatest potential returns in terms of poverty reduction and economic growth, and where 
U.S. taxpayer resources can be used most effectively. In some cases, the greatest 
opportunity for impact will be in countries that have successfully completed an MCC 
compact. 
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Isn’t this a departure from the original MCC model? 

Engaging in subsequent compacts is not a departure from the original MCC model. In 
fact, MCC’s authorizing statute expressly authorizes subsequent compacts. 

Second compacts present some of the best opportunities to reinforce the key elements of 
the MCC model. By being very selective in choosing second compact partners, MCC 
creates a strong incentive for ongoing policy and implementation performance among 
country partners. By building on lessons and experience in first compacts, a second 
compact may provide good opportunities to drive deeper policy reforms and for 
innovation and new partnerships with private sector and civil society. Continued 
engagement with a well-performing country gives the USG the opportunity to help 
countries solidify a growth path toward greater private sector investment and away from 
dependence on aid. 

However, MCC’s engagement with partner countries is not open-ended. MCC carefully 
considers the appropriate nature and duration of each country partnership based on the 
country’s policy and implementation performance, as well as the opportunities to have an 
impact on growth and poverty reduction. This includes consideration of the potential 
sustainability of MCC’s investments, and the country’s ability to attract and leverage 
public and private resources in support of development. MCC’s targeted, selective 
engagements are critical to ending the cycle of aid dependency, ensuring sustainability, 
and promoting country ownership. 

What criteria were used to determine that Georgia and Ghana were eligible for a second 
compact? How did they measure on those criteria? 

The Board’s determination of eligible countries is based primarily on country 
performance on MCC selection indicators. In determining country eligibility, the Board 
also considers the opportunity to reduce poverty and generate economic growth within a 
country, and the availability of MCC funds. 

In addition, for countries that are candidates for second compact selection, the Board 
considers each country’s performance implementing its first compact. To assess first 
compact implementation performance, the Board considers country performance in three 
general areas: 

• Progress towards achieving compact results, including significant progress 
relative to the planned compact timeline and on process and output indicators, the 
degree to which compact programs are on track to reach compact targets, and the 
level of commitment to monitoring and evaluation plans included in the compact. 

• The nature of the country partnership with MCC, including political will and 
capacity to implement compact programs, pro-active management of 
implementation challenges, and achievement of policy reforms associated with 
compact investments. 

• The degree to which the country has implemented the compact in accordance with 
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MCC’s core policies and standards, including in the areas of preventing fraud and 
corruption, procurement, environmental impact, gender integration, monitoring 
and evaluation, and legal provisions as defined in the compact agreement and 
other supplemental documents. 

MCC’s Board is extremely selective when determining eligibility for subsequent 
compacts. Of the eight countries that will conclude first compacts by the end of 201 1 
(Armenia, Benin, Cape Verde, Honduras, Ghana, Georgia, Nicaragua, and Vanuatu), 
MCC’s Board has only selected three as eligible for a second compact - Cape Verde in 
FYIO and Georgia and Ghana in FYl 1. 

With regard to Georgia, the country performs well on the MCC indicator criteria, even 
after having transitioned from the low income category (LIC) group to the more 
competitive lower-middle income category (LMIC) group two years ago, and it is widely 
recognized as an investment climate reformer and is regularly among the top performers 
in the Encouraging Economic Freedom category for all MCC candidate countries. 'Wtile 
Georgia does not meet the Investing in People criteria this year due to its score on the 
immunization indicator, MCC has consulted with the World Health Organization and the 
government of Georgia, and understands the 2009 decline is based largely on a temporary 
vaccine shortage. 

The Georgia Compact ended on April 7, 201 1, and it has delivered, or is on track to 
deliver, excellent results: 

• The Samtskhe-Javakheti Road rehabilitation project has repaired thus far 217 km 
of road, improving a key regional transport corridor, an existing border crossing 
with Armenia and a new border crossing with Turkey; the project reduced travel 
time along the repaired road from over 8 hours to under 3 hours. 

• The Enterprise Development Program has invested in small and medium 
enterprises and agribusinesses and created over 2,600 jobs as of September 2010. 

• The rehabilitation of 22 sites of the main gas pipeline has improved service 
delivery, improving Georgia’s energy security thus avoiding potential 
catastrophic failure of the energy sector throughout the country. 

In addition to these observable outputs, Georgia fulfilled significant management and 
implementation responsibilities over the life of the Compact, The government met major 
conditions precedent and provided strong MCA board governance, and implementing 
entities within the government served as effective partners. Other stakeholders report 
improved technical and management capacity at the Georgian Oil and Gas Corporation 
since 2006, 

With regard to Ghana, the country consistently performs well on the MCC indicator 
criteria. Its continued track record of democratic governance is demonstrated by its 
regular ranking among the top LIC performers in the Ruling Justly category. 
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The implementation of Ghana's Compact is on track, and MCC will continue to use first 
compact results as they come in to inform second compact development and 
implementation planning. As of March 2011, Ghana had already achieved significant 
results under its compact: 

• The Agriculture project has trained over 62,000 farmers in commercial 
agriculture, exceeding the compact target of 50,000. Six of twelve postharvest 
cooling facilities have been installed, and three regional pack houses and a cargo 
center are under construction. Rehabilitation and construction of 357 km of 
feeder roads is ongoing. 

• The Transportation project has made progress in major construction on 14 km of 
the N1 highway around Accra, and 75 km of trunk roads in targeted districts. 
Construction commenced in 2010 on two Volta Lake ferries and rehabilitation of 
a floating dock, landings and terminals, which should generate improved access to 
inputs and markets for farmers in the Afram Basin. 

• The Rural Development project has rehabilitated eighty school blocks (of 288 
targeted), and construction is advancing on the remainder. 

• The project aims to improve access to potable water for 21,800 households, 
combat disease in Guinea worm areas, and lessen distance and time to collect 
water (chores handled mainly by women and girls). 

In addition to these accomplishments, Ghana has proven to be a good partner in terms of 
dedicating high-quality personnel to manage the MCC compact, having the political will 
and ability to manage implementation challenges effectively, and maintaining 
implementation momentum tlirough political change in the country. MCC will continue 
to track progress against implementation targets in the remaining compact period. 
Following compact completion, impact evaluations will be conducted to measure the 
effects of compact programs on household income. 

Will you be able to evaluate the effectiveness of the first compact before entering into a 
second? 

At the time MCC selects countries for second compacts, we assess whether they have 
made meaningful progress toward first compact results. This includes measuring their 
progress against targets set for every step of implementation. All of MCC’s programs are 
designed to have targets for every step in the process, such as how many farmers are 
trained, how many apply what they learn, how much they improve their yields, and 
whether they achieve new access to markets. We monitor critical steps toward meeting 
income goals. If programs are off track, we work with country partners to make 
corrections. 

MCC uses first compact results to inform the Board’s selection decisions and second 
compact development and implementation, and it will continue to receive monitoring 
information as compacts complete as well as independent evaluation information 
beginning in the year after they close. All of this information will continue to inform 
compact development, MCC’s Board’s decisions to grant continued eligibility to these 
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partner countries, and MCC Board’s approval of second compact investments. 

Were the investments made through the first compact not sufficient to increase economic 
growth in Georgia and Ghana respectively? 

For the low and lower-middle income countries, even those with good policies in place, 
like Georgia and Ghana, it takes decades of sustained growth to lift citizens out of 
poverty. 

We see a subsequent compact as a pivotal tool to help countries solidify an economic 
growth path that attracts private investment and assists countries in reducing dependence 
on aid. 

A single compact alone, with Ghana, Georgia or any country, cannot address all binding 
constraints to a country’s growth, or transform an entire economy. A subsequent 
compact in a country that continues to perform well may present some of the best 
opportunities for MCC and partner countries to pursue deeper policy reform, and explore 
innovative approaches, including strategic partnerships with the private and non- 
governmental sectors. 

Finally, as more countries end their first eompacts, can we expect second compacts to 
become the norm? 

MCC’s Board has been very selective in choosing second compact partners. Second 
compacts are not an entitlement, or an assumed follow-on to a first compact. They 
depend on countries maintaining good performance on MCC’s selection indicators, and 
in first compact implementation. In this regard, they will not be the norm because not all 
MCC partners will have second compacts. However, MCC will continue to look for 
country partnerships where opportunities are greatest to support economic growth, make 
investments with good returns for poverty reduction, and use scarce U.S. development 
resources effectively. In some cases, these opportunities will be greatest with current or 
recent partner countries. In this regard, and as MCC’s authorizing statute envisioned, 
second compacts will be a part of MCC’s toolkit to pursue poverty reduction in well- 
performing countries. 

Gender Integration: In the context of the 2012 budget, how will resources be dedicated to 
ensuring that the MCC will consistently follow through on implementing the gender policy 
at every stages of compact development and implementation and that staff and countries 
will be held accountable if the gender policy is neglected? 

One of MCC’s top priorities is to ensure gender integration throughout the lifecycle of 
MCC compact activities - design, implementation, and evaluation. MCC has increased 
the number of staff focused on gender, set up a Gender and Social Assessment office in 
the Department of Compact Operations and this year, we have adopted and begun to 
implement new gender integration milestones and operational procedures in all of our 
compacts. These milestones and operational procedures set the stage for holding both 
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MCC and our partner countries accountable for gender integration. For example, MCC is 
requiring that each new country include a staff member with gender expertise, and gender 
assessments and monitoring is required for all relevant projects. 

The gender policy outlines the responsibilities of both country governments and the MCC 
in ensuring that both women’s and men’s needs and priorities are addressed in compact 
development, implementation and monitoring and evaluation. Currently, the MCC has 
only a few staff people in charge of addressing this very large mandate. In fiscal year 2012, 
how will the MCC allocate resources towards addressing the current shortfall in capacity 
in order to meet requirements set forth by the gender policy? 

Integrating gender assessment into the project design and tracking is one of MCC’s 
corporate goals and MCC staff are trained on and encouraged to incorporate gender 
considerations into their work. As such, MCC is working to mainstream gender into its 
business operations and the work of its entire staff, as applicable. With regard to MCC’s 
Social and Gender Assessment team specifically, an additional staff member is currently 
being recruited at the associate director or director level. MCC management will 
continue to review staffing needs. 

How has the gender policy improved the effectiveness of aid? How, if at ail, has the MCC’s 
approach changed recipient country mindsets about U.S. development assistance? 

MCC’s approach is based on our mission of poverty reduction through economic growth 
and, as such, addresses gender differences and inequalities in the economic sectors, an 
area that has been traditionally neglected in the development field. In addition, we do not 
just fund projects for women and girls, but work to ensure that all projects are designed to 
reflect the interests and meet the needs of both women and men. 

Because MCC has identified gender as an agency priority, because we have a clear policy 
and operational procedures, and because we require that our country partners meet our 
expectations and requirements for gender integration, we have elevated the issue of 
gender equality to the highest levels of our partner countries, especially as MCC 
compacts are such large investments in development. 

What percentage of country compact beneficiaries are women and what special efforts are 
in place to ensure that ail programs reach women and girls? 

Roughly half of all beneficiaries are women. MCC distinguishes between program 
participants, who can be targeted based on gender or other individual attributes, and 
program beneficiaries, the group of people, usually a household, whose consumption 
expenditures are expected to go up as a result of the specific investment. This definition 
of beneficiary is consistent with poverty measures that use average per person income 
levels to identify the poor and to differentiate them from the non-poor. 

The exact nature of participation by women varies across compacts, depending on the 
nature of the investments. MCC distinguishes between broad (regional and national) 
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investments and targeted activities. For the former, investments such as roads, bridges 
and ports are designed to benefit large population groups, including both men and 
women. There is substantial literature documenting how women share in the benefits of 
increasing prosperity. During the due diligence process, MCC examines the local context 
to consider whether there are any potential risks or opportunities that might emanate from 
these broad-based investments (e.g., increased risk of HIV infection around construction 
sites), but this category of investments is generally based on the expectation that all 
household members (men, women and children) in the vicinity of the investments will 
experience higher consumption levels. 

For targeted investments, such as credit, training or health activities, MCC works with its 
local counterparts to consider alternative design mechanisms that could generate a 
different pattern of benefits. Some activities focus exclusively on women participants, 
while others intentionally and explicitly include women in the implementation process. 
The actual pattern varies across compacts, depending on the nature of the investment 
portfolio (broad-based or targeted), country growth priorities, and the opportunities in 
specific sectors to enhance the participation of women in proposed activities. 

MCC’s gender policy and operational procedures are designed to remove gender-based 
barriers to women and girls’ participation and to promote their ability to benefit from 
compact projects. 

MCC has procedures that integrate and operationalize gender milestones. Our country 
partners must have a staff member with gender expertise from the earliest stages of 
compact development and social/gender inequalities must be identified before concept 
papers are submitted to MCC. Social and gender assessment is integrated in all project 
design studies, including beneficiary analysis and all aspects of monitoring and 
evaluation, with baseline surveys and impact evaluations. Finally, a Gender Integration 
Plan must be developed by the partner country and approved by MCC prior to the 
compact’s entry into force. 

As noted, in compacts under development, gender analysis is integrated into project 
planning, research and MCC’s due diligence process. As an example, in the current 
process of developing a compact with Zambia, early field visits identified a high rate of 
illiteracy for girls and a high rate of early pregnancy and school dropout in the very poor 
communities around Kafue National Park, a proposed project site. MCC is conducting a 
study that will help identify how to address these constraints and ensure women and girls 
benefit from the compact. 

In Nicaragua, MCC took advantage of its flexibility to increase women’s participation. 
The original criteria for a Rural Business Development Project in Nicaragua 
inadvertently limited female participation. A more flexible outreach approach, as well as 
MCC emphasis on gender and continued monitoring of its integration into program 
activities ensured that MCA-Nicaragua was in compliance with MCC Gender Policy. 
Consequently, an estimated 30% of program beneficiaries are women. 
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In planning for the Indonesia compact, MCC is engaging consultants to examine father’s 
roles in improving nutrition to reduce childhood stunting. 

Success of Compacts: I believe that you must evaluate the poverty reduction successes of 
country compacts, not just general economic outputs. 

What mechanisms are involved to determine if the compact has been successful? 

During fiscal year 2010, MCC demonstrated that results reporting is an invaluable tool 
for managing projects that improves development outcomes. The level and quality of 
MCC’s results reporting is an example of MCC’s staying true to our commitment to 
transparency and accountability. 

MCC seeks to report results across the entire portfolio of investments along a continuum 
that can be measured, collected and reported throughout the lifecycle of projects, from 
compact signing and entry into force to compact closure and beyond. 

The ultimate results that MCC is seeking are increased incomes among program 
beneficiaries obtained through sustained economic growth, which could take years to 
generate. Even before incomes begin to rise, however, tangible results can be shown by 
tracking policy improvements and program outputs, as well as preliminary outcomes and 
impacts. 

Do you have examples of increased incomes and economic growth in the countries where 
the compacts are concluding? 

In Honduras, we have preliminary data from our agriculture project showing that farmers 
benefitting from the MCC compact saw their annual net income rise 88%, from $1,880 
per hectare of land cultivated using new practices to $3,550 per hectare. This is 
preliminary data, and we will know much more when the work of our independent 
evaluators is completed. Still, it is consistent with the output- and policy-based results 
we have seen and the personal stories heard directly from farmers and entrepreneurs. 

In Georgia, investments across the value chain increased firm income by over $2.7 
million through an agribusiness development program. 

What tangible results do you use to measure success? 

Even before income gains are achieved, MCC and our country partners have tangible 
results to show. To date, MCC investments in new or improved irrigation and technical 
assistance have facilitated the adoption of new agricultural practices on over 88,500 
hectares of land. Our programs have trained nearly 150,000 farmers in techniques that 
help them produce higher-quality, higher-value crops; we have provided nearly $68 
million in agricultural loans, and have assisted over 3,800 private enterprises involved in 
agriculture related business; and we have completed construction of more than 1,150 
kilometers of roads that link markets and encourage trade, and have another 2,500 
kilometers under construction. These interventions aim to increase incomes though 
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market-driven agriculture. MCC tracks these results closely because they are the drivers 
of the income gains we and our partners aim to achieve. 

Civil Society Consultation: Country ownership and participation from representatives of 
indigenous civil society in the development of Compacts are hallmarks of the MCA. 
However, for some compacts, the quality and extent of civil society consultation has been 
mixed, especially with regard to the meaningful participation of women’s groups. Gender 
inequality is a significant constraint to economic growth and poverty reduction. 

Have the actions taken by countries to ensure input from civil society, especially women’s 
groups and other non-government entities been adequate? 

MCC has seen in many countries that a broad-based approach to country ownership, 
which includes input civil society, women’s groups and non-govemmental agencies, has 
been an essential anchor for MCA programs in times of political uncertainty or transition. 
For example, consistent implementation of the Honduras program continued de.spite three 
national political transitions, including a controversial interim government, because 
country ownership in Honduras went well beyond the government. Representatives of 
Honduran civil society and the private sector were part of ongoing consultations and 
served on the board of directors that oversaw the program. Local leaders from different 
parties brought resources, creativity and energy to the table in program implementation in 
their communities. The national congress passed laws regarding the financial sector, road 
maintenance, and resettlement policy that increased the impact and sustainability of our 
investments. Together, the Honduran people owned and anchored the program through 
the political transitions. In other countries such as Ghana, Benin, El Salvador and 
Mongolia, MCC’s five-year compacts have stayed the course through political transition 
because country ownership goes beyond central governments, and stretches from initial 
planning, through implementation to accountability for results. 

Have governments’ responses to this requirement produced a level of participation truly 
representative of all aspects of each country’s civil society? 

Participation by civil society has varied across MCC compacts. In nearly every country, 
however, civil society representatives have participated actively as either voting or non- 
voting members of MCA governing boards. The members have been drawn from a wide 
range of civil society groups (e.g. representing youth, women, farmers, private business, 
environmental organizations) and civil society participation has also been facilitated 
through stakeholder committees that the boards may turn to for advice and input. 

What role has the MCC played in making sure that civil society is involved in Compact 
development? 

MCC requires that countries conduct an inclusive consultative process during compact 
development and implementation. MCC’s guidance to eligible countries (primarily 
through their compact development ‘core teams’) can be found on MCC’s public website. 
Country partners take the lead on consultations with citizenry, civil society, the private 
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sector, local authorities and other donors. Consultation is essential for setting investment 
priorities, designing programs with beneficiaries’ needs in mind, leveraging additional 
resources for increased impact, and monitoring program implementation. During 
compact implementation, MCA staff is accountable to their boards of directors, which 
usually include both government officials and members of civil society and the private 
sector. In some countries, additional stakeholder committees are formed to foster 
ongoing consultation during implementation. 

Looking forward, how will MCC funds be used to ensure that countries carry out 
consultations with a diverse group of civil society organizations, including women and 
minority groups, and meaningfully consider their input for compact development? 

During compact development, MCC will continue to insist that countries conduct 
consultative processes that are broadly inclusive and that take into account a diverse 
range of views and interests. Compact implementation funding will also be used to 
conduct outreach and communication to stakeholder groups, and to fund continued 
consultations during project implementation. 
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The Honorable Steve Austria 
House Subcommittee on State, Foreign Operations 
Millennium Challenge Corporation FY2012 Budget Request Hearing, 
Questions for the Record 
Tuesday, March IS, 2011 


I think we all agree that cuts to the federal budget are necessary - especially when we are 
running trillion dollar deficits and borrowing 40 cents on every dollar the federal government 
spends. 

One of the first places the American people want us to look for cuts is in the State, Foreign 
Operations budget. Many polls indicated that the American people think that foreign aid 
comprises 20 to 25 percent of the federal budget, when in reality it is less than 1 .5 percent of the 
federal budget. But still - to get our fiscal house in order - we have to start somewhere. 

That being said, why should Americans support funding for the Millennium Challenge 
Corporation? And, what message would you have for my constituents who call, email, and 
write about the need for us to cut our foreign aid budget? 


Failure to invest in poor countries risks losing new markets to American competitors, 
seeing poverty reduction gains reversed (which can result in destabilization that may later 
require far more U.S. resources to fix), and losing the opportunity to create the capable 
partners we need to ensure regional peace and security. Compacts are investments in the 
future of countries that are making progress. 

MCC is committed to results and holds itself accountable to the American people. 
MCC’s results exist along a continuum; we see policy changes when countries seek 
eligibility; we can measure outputs throughout implementation; we can report interim 
outcomes from compacts in later stages; and, after compact completion and impact 
evaluation, we can show long-term impacts by increasing incomes. 

MCC expects over 170 million people to benefit and a $12 billion increase in income 
over the life of our current investments. We will assess these numbers through 
independent third-party evaluations. Policy results maximize the impact and 
sustainability and create conditions for continued growth. 

In these tight economic times, we owe it to the American people to ensure that they get 
the best possible return on investment for the tax dollars spent on foreign aid. 


Is the Millennium Challenge Corporation doing anything to make sure the taxpayer funds 
it uses make a lasting impact? Does the Millennium Challenge Corporation take any steps 
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to reduce aid dependence by leveraging Compacts to encourage countries to make their 
own investments in their citizens’ welfare? 

The sustainability of MCC investments is built into the very design of MCC compact 
programs. In many cases, policy reforms are built into the compact as either activities or 
conditions to funding disbursements. These include changes to national policies, laws, 
regulations, or even the traditional ways of doing business used by government 
institutions. In most cases, these reforms help unlock the full potential of MCC 
investments, and help improve the broader conditions for continued growth and 
investment in partner countries. 

For infrastructure investments, MCC will frequently require that partner countries expand 
funding for and improve management of road maintenance. In some agricultural 
activities, MCC seeks private sector partners to ensure ongoing demand for farmer’s 
products and assistance in getting to markets, MCC also places an emphasis on capacity 
building of partner country staff; rather than doing the work for countries, MCC’s 
country-led implementation helps countries bolster the skills to continue the work in 
efficient and cost-effective manner. And, of course, the very fact that MCC’s 
investments demand a return in the form of increases in local incomes - the antidote to 
poverty - is MCC’s greatest contribution to ensuring the sustainability of our 
investments. 

MCC aims to help countries transition from development assistance to sustainable private 
sector-led growth. For our investments to be sustainable and help countries on their path 
to a private sector-led economy, partner governments need to make a number of 
regulatory and institutional changes that help to unleash the private sector, MCC 
recognizes this in our selection process. By working only with governments that have 
demonstrated commitment to a policy environment that supports growth, MCC hopes to 
create a strong incentive for developing countries to adopt good policies and use 
assistance well. MCC and its partner countries plan reforms in areas that leverage impact 
and ensure sustainability of our investments, and work to promote a stronger environment 
for both trade and investment. 


What is the minimum amount of funding needed in FY2011 and FY2012 for the 
Millennium Challenge Corporation to meet their current and projected future compact 
obligations? 

The Millennium Challenge Corporation needs a minimum amount of $900 Million in 
FY2011 and $1,125 Million in FY2012 to meet its current and projected future compact 
obligations. 
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Representative Tom Cole (R-OK) 

Questions for the Record 

House Appropriations Subcommittee on State and Foreign 
Operations and Related Programs 

1. How carefully or often do you interact with NGOs that arc active in the same areas? Do you 
forge partnerships between them and countries? 

MCC and its partner countries interact regularly with U.S. and developing country NGOs and other 
members of civil society in the compact development and implementation processes. 

One key element of MCC’s model is country ownership. For MCC, ownership extends beyond national 
governments to include local citizens, civil society, private sector, local elected officials, and program 
beneficiaries. Consultation with these parties has been a hallmark of MCC’s model since its creation. 
Meaningful, strategic, targeted, and ongoing engagement with stakeholder groups is essential for setting 
investment priorities, designing programs with beneficiaries’ needs in mind, leveraging additional 
resources for increased impact, monitoring program implementation, and keeping MCC and partner 
governments accountable for results. MCC has formal guidance for country partners in managing 
consultation during the compact development process (MCC “Guidelines for the Consultative Process,’’ 
httD://www.mcc.eov/documents/guidance/guidance-20 1000 1 005001 -consultativeprocess.pdf ) that focuses 
on gathering the information necessary to maximize impact and sustainability of MCC investments. 

During compact implementation, ongoing engagement with non-government actors and local authorities 
can play an important role in ensuring project quality and accountability. MCC asks partner country 
governments to establish structures that facilitate ongoing engagement, including MCA boards of 
directors that include government, civil society and private sector representatives; and, in some countries, 
stakeholder committees to advise on specific program implementation issues. 

International and local NGOs also serve as implementers of MCC-funded projects. For example, 
AFRICARE is assisting MCC with resettlement aspects of infrastructure projects in Tanzania and 
Mozambique, while the National Electric Cooperative Association is assisting with the monitoring and 
evaluation of its power projects in Tanzania. In addition, local civil society groups, as well as members 
of the media, play an important role in holding partner governments accountable for continued 
performance on MCC selection indicators and for policy reform commitments included in compact 
agreements. 

MCC also has a strong track record of engagement with US-based NGOs, think tanks, and other members 
of civil society as it refines its own policy and practice. Washington-based women’s groups were 
instrumental in informing MCC’s forward-leading policy on gender integration in MCC investments, and 
environmental groups offered substantive input to MCC’s adoption of a natural resource management 
indicator for its selection system. Most recently, MCC engaged extensively with NGOs, think tanks and 
indicator institutions in the review and revision of its signature country selection system. Direct 
consultation with democracy and rights groups not only led to the inclusion of a democratic rights hurdle, 
but enabled MCC to construct a new Freedom of Information Indicator. 

2. Do we partner in a development sense with other countries that are busy and have their own 
aid programs? 

MCC coordinates closely with other bilateral and multilateral donors on a regular basis. This partnership 
takes several forms. At the country level, MCC partners with other donors to develop and fund programs 
that are complementary to MCC’s investments. For example, in Lesotho MCC is working with a 
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consortium of Middle East donors, including the Kuwait Fund for Arab Economic Development, the Arab 
Fund for Economic Development in Africa, the OPEC Fund for International Development, the Abu 
Dhabi Fund for Development, and the Saudi Fund for Development, which have provided $5 1 million to 
fund the Metolong Dam wall and primary pipeline to Lesotho’s capital city (Maseru). These donor funds 
are complementing MCC’s investment in water treatment and bulk water conveyance for the Metolong 
Dam. In addition, in cases where MCC funding has been insufficient to complete programs as initially 
planned due to higher-than-expected costs, MCC has supported partner countries in securing parallel 
funding from other donors. For example, the Central American Bank for Economic Integration is funding 
a portion of the road for which MCC funded the feasibility, design, and stage one construction in 
Honduras, and New Zealand Aid supported construction of road segments initially planned by MCC in 
Vanuatu. 

At the institutional level, MCC seeks partnerships with other donor agencies when such agreements 
facilitate mutual learning, and provide opportunities to facilitate complementary programming. For 
example, over the years MCC has had MOUs with the African Development Bank, the U.N. World Food 
Program, and the aid agencies of France, the U.K, and Denmark. 

3. Looking at other countries who are also involved in the business of dispensing aid and trying to 
spark economic development, what lessons do you need to learn? What are their best practices, 
if you will? And what things do you think that maybe we do a little bit better than them, just to 
sort of balance the comparison of assessment? 

The principles that are central to MCC’s model - results, selectivity, ownership, and transparency - 
reflect decades of global development experience and are part of the global aid effectiveness agenda. 
These principles are increasingly incorporated, in some form, into donor policy and programming 
globally. However, MCC’s rigorous and transparent approach to putting these principles into practice has 
placed it on the forefront of accountable and innovative development assistance and serves as a tangible 
example for others. 

MCC’s principles served as building blocks for President Obama’s 20 1 0 Global Development Policy, and 
its commitment to transparency has put it on the leading edge of aid transparency, both in the USG aid 
dashboard ( www.foreiEnassistance.gov > and Publish What You Fund's Aid Transparency Index that ranks 
transparency of global donors. Through its authorizing legislation, passed with bipartisan support, MCC 
was granted flexibilities that are widely regarded as important to development effectiveness (e.g., multi- 
year funding commitments, lack of sector or country earmarks, the requirement to use international 
competitive bidding instead of tied aid, selectivity of country partners and a country-led process). MCC 
receives high marks in the CGD/Brookings Quality of Official Development Assistance Assessment, and 
was recognized in the recent OECD DAC peer review of the U.S, as embodying principles important to 
aid effectiveness. MCC’s approach to gender integration and to results have deeply influenced 
Partnerships for Growth (PFG), the Feed the Future Initiative, and to some degree the Global Health 
Initiative, MCC is committed to ongoing and transparent learning, and recently launched its Principles 
into Practice series that aims to take a frank look at what it takes to put MCC’s core principles into 
practice. In implementation of the U.S. Global Development Policy, which emphasizes many of the 
principles at the core of MCC’s model, MCC hopes this series will allow others to benefit from and build 
on MCC’s lessons. 
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Opening Statement of Chairman Granger 

Ms. Granger. I want to thank everyone for coming to the first 
hearing of this subcommittee. I appreciate it very much. And I look 
forward to working with you. We understand that we are going to 
have votes probably in the middle of this hearing, so we are going 
to move quickly. 

Today’s hearing is focused on oversight of the Department of 
State’s foreign operations programs. Ms. Williams-Bridgers, I hope 
you will address four main issues about programs in this sub- 
committee’s jurisdiction: strategic planning and performance meas- 
urement; contracting and oversight; management capability and ca- 
pacity; and partner nation capability. I also hope you can update 
us on your work in Iraq, Afghanistan, Pakistan, Mexico, and Cen- 
tral America. 

After Mrs. Lowey gives brief remarks, I will call on members 
based on seniority and who was in attendance when the hearing 
was called to order. I will alternate between the majority and mi- 
nority and I will ask that each member keeps their questions as 
brief as possible so we can get through everyone in a full round of 
questions before the votes begin. And I will now turn to the rank- 
ing member, Mrs. Lowey. 

Opening Statement of Ranking Member Lowey 

Mrs. Lowey. I thank the chairwoman. 

My friend, it is a pleasure to welcome you, Jacquie Williams- 
Bridgers, and I am going to be very short. I have very brief re- 
marks and I ask unanimous consent that my full statement be 
placed in the record. Because U.S. diplomacy and development are 
crucial to our national security, vigorous oversight to ensure these 
taxpayer dollars are spent wisely, efficiently, and effectively is 
vital, especially as we consider major budget cuts in Congress. And 
I am hoping you will address key points that were already stressed. 
Your insight on barriers to making necessary changes be they 
structural, cultural, or resource-driven and any steps we in Con- 
gress can take to expedite this process would be welcomed. 

So because we want to get you in before the bells go off, I will 
leave it at that and I thank you very much. 

Ms. Granger. Thank you, Mrs. Lowey. 

[The information follows:] 
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Statement for the Record of Nita M. Lowey 
Subcommittee on State Foreign Operations and Related Programs 
March 3, 2011 


I join Chairwoman Granger in welcoming Jackie Williams-Bridgers and look 
forward to our conversation today. 

Throughout consideration of budget cuts in recent weeks, I have argued that 
because U.S. diplomacy and development are crucial to our national security, we 
must ensure that cuts to these programs do not come at the expense of our long- 
term interests. We must also continue to invest in vigorous oversight to ensure 
these taxpayer dollars are spent wisely, efficiently, and effectively. Waste, fraud, 
and abuse not only violate the trust of the taxpayers, they undermine our nation's 
security. 

Last year, following reports that literally billions of dollars were flown out of 
Afghanistan in duffle bags, I deferred consideration of $3.9 billion in aid to 
investigate these allegations. While the FY2011 bills passed thus far include 
stringent oversight measures I authored, I remain very concerned about 
corruption in Afghanistan, especially as the United States provides more funds 
directly to the Afghan government, I hope you will discuss safeguards to ensure 
our assistance is not diverted as weli as Afghanistan's current capacity to 
responsibly accept and account for our aid. In addition, your insight into efforts 
to combat systemic corruption in other countries that receive U.S. assistance, 
including Iraq, Kenya, Haiti, Sudan, Honduras, and Uzbekistan, would be helpful. 

Even as we work to stem corruption among recipients of our assistance, we must 
also address challenges to efficiency from within. I am troubled by reports that 
the agencies are not developing strategic plans before embarking on new projects 
and missions. Particularly concerning is GAO's finding that the State Department 
did not develop a strategic plan before expanding its Diplomatic Security Bureau 
to prepare for the transition in Iraq. We simply cannot afford inadequacies in the 
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bureau responsible for the safety and security of our civilians serving overseas. 

The Administration has put forward several initiatives over the last two years 
aimed at improving strategic planning and operational efficiencies, including the 
Presidential Policy Directive on Global Development, the Quadrennial Diplomatic 
and Development Review, and USAID Forward. I welcome your assessment of 
these initiatives, and the ability of the agencies to fully carry out these directions, 
given their current level of resources. 

Finally, to plan, implement, and oversee diplomacy and development efforts, the 
State Department and USAID must have adequate staffing. In 2008, the Foreign 
Service vacancy rate was 16 percent for global diplomatic positions and 25 
percent for domestic positions. More significantly, over 40 percent of the 
Department's language positions were either vacant or being staffed by people 
who did not meet the language requirements. These deficiencies were 
compounded by the massive increases in staffing levels to the missions in Iraq and 
Afghanistan. Working with then-Secretary of State Rice, this Committee provided 
funds to help correct these shortcomings. I hope that you can comment on the 
agencies' capacities and whether these important technical gaps are now being 
filled. I also hope you can speak to the issue of directed staffing vs. the current 
bid system to address staffing gaps. 

Your recommendations to increase effectiveness and efficiency at State and 
USAID as well as the steps agencies are taking to implement those 
recommendations will provide us valuable guidance. I hope you will also share 
with us any barriers to making necessary changes, be they structural, cultural, or 
resource-driven. We especially want to hear about any steps that we in Congress 
can take to expedite this process. 

One of our most important jobs as Members of Congress is ensuring that taxpayer 
money is being spent responsibly. 

Thank you for appearing today and I look forward to your testimony and 
assistance in this carrying out this vital responsibility. 
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Ms. Granger. Ms. Williams-Bridgers, please summarize your re- 
marks. Without objection, your full statement will be submitted for 
the record. 

Opening Statement of Ms. Williams-Bridgers 

Ms. Williams-Bridgers. Thank you very much, Madam Chair 
and Mrs. Lowey. We appreciate your having us here today to speak 
about our oversight of foreign operations and some of the key stra- 
tegic national security and foreign policy interests facing this Na- 
tion today. 

The U.S. foreign affairs agencies, as you well know, are being 
asked to undertake missions in some of the key hot spots in the 
world right now. They are being asked to undertake some of the 
most complex, most expansive missions, and most expensive mis- 
sions at a time when our Nation is facing a financial crisis, all in 
a period where there have to be trade-offs made. And we would like 
to address some of those very trade-offs and opportunities to miti- 
gate against the risk of exposure of U.S. investment in countries 
overseas. 

The U.S. has already provided over $58 billion for reconstruction 
and security stabilization in Iraq. Last year we reported that Iraq 
was generating a surplus, and had been for a period of time. What 
that means is that because Iraq has generated a surplus in their 
security budget, a surplus that they did not necessarily use, we 
have to continue to look for cost-sharing arrangements with Iraq 
to better leverage our investment moving forward. 

In Afghanistan and Pakistan, we have provided, similarly, bil- 
lions of dollars to reconstruct and stabilize those countries. The 
State Department and USAID are engaged with our partner na- 
tions to mitigate the risks as well as build the capacity in those 
countries. We have in our work identified a number of areas where 
risk mitigation strategies can be enhanced and where we can dou- 
ble-up our efforts to build the capacity to safeguard U.S. invest- 
ment in those countries. 

All that said, the U.S. agencies need to better build their own ca- 
pacity to manage overseas. According to the 2010 QDDR issued by 
State Department and USAID, they are trying to build a workforce 
to match the challenges of the 21st century. We have identified in 
our own high-risk report that GAO just issued last week, that 
human capital challenges are pervasive across the U.S. Govern- 
ment. State and USAID are no exceptions to that rule. And the dif- 
ficulties State Department has faced in its workforce raise serious 
questions about its readiness to efficiently manage the upcoming 
transition to a civilian-led presence in Iraq, a presence that is ex- 
pected to double in size within the next year. The Bureau of Diplo- 
matic Security, specifically, will be expected to assume full respon- 
sibility for security of civilian personnel by this fall. We have con- 
cerns about their readiness to do that. 

During fiscal year 2009 and the first half of 2010, State and 
USAID collectively obligated over $6 billion in contracts for Iraq 
and Afghanistan to support personnel and to implement operations. 
We have found that both agencies need to improve their oversight 
of contractors’ performance, some of which closely supports inher- 
ently governmental functions. Absent improved management over- 
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sight, there is vulnerability for fraud, waste, and abuse. We ac- 
knowledge that our diplomats and our military personnel are work- 
ing in a high-threat environment, and there is high staff turnover 
that, by their own admissions, hampers the agency oversight of de- 
velopment assistance implemented by contractors and grantees. 
However, the use of Pakistani and Afghan firms is expected to 
grow in the future, which only heightens existing concerns about 
the risk of U.S. dollars being diverted to terrorists and other insur- 
gent groups. 

Attending to strategic planning and performance management, 
sound planning and measurement are critical to managing funds 
responsibly. For instance, we have provided various types of train- 
ing and equipment to over 4,000 police officers through a $1.5 bil- 
lion effort to enhance law enforcement capacity in Mexico, the 
Merida Initiative. Last summer we reported that State generally 
lacked outcome-based measures for Merida, making it very difficult 
to determine the program’s effectiveness and leaving unclear 
whether or not our goals had been met. State also told us last 
month that it would take another 4 months before performance 
measures are completed for Merida. 

Given the brevity of time, this concludes the summary of my 
statement. 

Madam Chair, Mrs. Lowey, I am joined by three of my directors 
who are directly responsible for our oversight in Iraq, Afghanistan, 
and Pakistan and our work on foreign operations. And with your 
permission, I would like to call on them so that we might have a 
more in-depth discussion and make best use of this time. Thank 
you. I am open to any questions you may have. 

[The information follows:] 
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the U.S. Agency for International 
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activities and programs overseas, 
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U.S. agencies to advance foreign 
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strategic planning and performance 
measurement. This statement is 
based on GAO’s extensive body of 
work on foreign operations issues, 
including fieldwork in Iraq, 
Afghanistan, Pakistan, Mexico, and 
numerous other locations. 

What GAO Recommends 

GAO has made a varieQ^ of 
recommendations to State and 
USAID to help improve their foreign 
operations prograir^. In particular, 
GAO has recommended that agencies 
improve planning and performance 
measurement of their programs and 
take steps to enhance accountability 
of U.S. aid. State and USAID have 
efforts under way to implement some 
of these recommendations. 
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FOREIGN OPERATIONS 
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What GAO Found 

Since 2002, die United States has invested over $130 billion in security, 
economic, and governance assistance to Iraq, Afghanistan, and Pakistan. 
Although the administration has requested additional funding in fiscal year 
2012 to assist Iraq’s security forces, opportunities exist for significant U.S. 
cost savings given the Iraqi government’s continuing budget surpluses and 
unexpended security budgets. Regarding Afghanistan and Pakistan, the United 
States has placed an increased focus on providing funding directly to the 
Afghan government and Pakistani organizations. This course of action 
involves considerable risk given the limited capacity of some prospective 
recipients — particularly the Afghan government — to manage and implement 
U.S.-funded programs, thereby highlighting the need for agency controls and 
safeguards over these funds. 

According to the 2010 Quadrennial Diplomacy and Development Review, State 
and USAID are engaged in efforts to build and support a workforce that is 
well-matched to the foreign affairs challenges of the twenty-first century. 
Accomplishing this objective is critical given that GAO’s work has consistently 
found limitations in the ability of State and USAID to ensure that they are 
deploying the right people to the right places at the right time. For example, 
State has faced persistent staffing and foreign language gaps that put the 
department’s diplomatic readiness at risk. Similarly, GAO found that State has 
experienced difficulties hiring and training staff to operate and maintain its 
new, more sophisticated embassy compounds. State has taken some actions 
in response to GAO’s findings. For example, in 2010, the department 
introduced a new pilot program to expand its cadre of Chinese speakers. State 
also noted in 2010 that it planned to hire additional facilities managers at 
embassies and consulates. 

Stare and USAID rely extensively on contractors in Iraq and Afghanistan to 
support their direct-hire personnel, implement reconstruction efforts, and 
address workforce shortfalls such as insufficient numbers of trained agency 
personnel and the frequent rotations of staff posted to these countries. Robust 
management and oversight of contractor operations are essential in these 
challenging environments. However, GAO has found oversight to be 
inadequate at times, thus raising questions about the agencies’ ability to 
ensure accountability for multibiliion-doUar investments. 

GAO’s reviews of intemationsQ affairs programs have repeatedly found 
weaknesses in agencies’ strategic planning and performance measurement 
efforts. For example, GAO reported that State significantly expanded its 
Bureau of Diplomatic Security without the benefit of strategic planning to 
ensure that the bureau’s missions and activities address the department's 
priority needs. Such a review is vital given that the bureau will assume full 
responsibility for securing all diplomatic personnel and facilities in Iraq 
starting in October 2011 as the U.S. military completes its drawdown. GAO 
also reported that State generally lacked outcome-based measures for the 
Merida Initiative — a $1.5 billion effort to provide law enforcement support to 
Mexico — ^thereby maddng it difficult to determine the initiative’s effectiveness. 
— United States Government Accountability Office 
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Madam Chairwoman Members of the Subcommittee: 

I am pleased to be here today to share with you the results of our re\'iews 
of U.S. foreign policy implementation by the Department of State (State) 
and the U.S. Agency for International Development (USAID). The 
President’s fiscal year 2012 budget for State and USAID requests 
approximately $55.7 billion — an increase of nearly 8 percent over the 
agencies’ fiscal year 2010 funding level of just over $51.6 billion as 
enacted. ' Today, I will discuss the findings from some of our most recent 
work on State and USAID and the recommendations we have made.^ My 
testimony will focus on our reviews of State and USAID in four cross- 
cutting areas. Specifically, I will discuss (1) U.S. investments in key 
partner nations, (2) building the capacity of U.S. agencies to advance 
foreign policy interests, (3) contractor oversight and accountability, and 
(4) strategic planning and performance measurement. I will also raise a 
number of issues to potentially inform the Subcommittee’s oversight 
agenda and, more immediately, its examination of the President's fiscal 
year 2012 budget request within the context of today’s fiscal environment. 


'The fiscal year 2012 request for State and USAID includes a core budget of $47 billion, as 
well as an additional $8.7 billion for Slate and USAID operalions in Afghanistan, Pakistan, 
and Iraq as part of the fiscal year 2012 Overseas Contingency Operations request. We are 
currently examining the fisc^ year 2012 request for State and USAID as part of our annual 
review of the international affairs budget for possible realignments and reductions, 

TTiis smement is based on our wide-ranging body of work examirung U.S. implementation 
of security, economic development, and governance programs overseas as well as State 
and USAID operational issues. We have conducted on-the-ground work in numerous 
locatior^, including Afghanistan, Pakistan, Iraq, and Mexico, and our reports incorporate 
information we obtained and analyzed from foreign government officials and international 
partners in ^ese countries, as well as from State, USAID, and other U.S. officials posted 
both overseas and in Washington, D.C. Our work was conducted in accordance with 
generally aoiepted government auditing standards. Those standards require that we plan 
and perform the au^t to obtain sufficient, appropriate evidence to provide a reasonable 
basis for our findings and conclusiorvs based on our audit objectives. We believe that the 
evidence we obtained provides a reasonable basis for our findings and conclusions based 
on our audit objectives. 
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GAO Reviews of 
Investments in Key 
Partner Nations Have 
Identified Cost 
Savings Opportunities 
and the Need for 
Agency Controls over 
U.S. Funds 


Since 2002, the United States has invested over $130 billion in security, 
economic, and governance assistance to Iraq, Afghanistan, and Pakistan. 
Although tfie administration has requested additional funding in fiscal year 
2012 to assist Iraq’s security forces, opportunities exist for significant U.S. 
cost savings given the Iraqi government’s continuing budget surpluses and 
unexpended security budgets. Regarding Afghanistan and Pakistan, the 
United States has placed an increased focus on providing funding directly 
to the Afghan government and Pakistani organizations. This course of 
action involves considerable risk given the limited capacity of some 
prospective recipients — particularly the Afghan government — to manage 
and implement U.S.-funded programs, thereby highlighting the need for 
agency controls and safeguards over these funds. 


Iraq Since 2003, the United States has provided about $58 billion for 

reconstruction and stabilizarion efforts in Iraq. Over 40 percent of this 
amount (about $24 billion) has funded Department of Defense (DOD) 
programs to train and equip Iraq’s security forces. This substantial 
investment has enabled the United States to develop a force of over 
650,000 Iraqi personnel. In the National Defense Authorization Act for 
Fiscal Year 201 1, Congress authorized an additional $1.5 billion in 
operation and maintenance funds for fiscal year 201 1 for the Iraq Security 
Forces Fund, which has been used in the past to train and equip Iraqi 
security forces. However, Congress generally required at least a 20 percent 
Iraqi cost share for the purchase of any item or service for the Iraqi 
security forces if purchased with funds made available to DOD for the 
fiscal year 20U Iraq Security Forces Fund, Congress also stated that not 
more than $1 billion of the funds for the Iraqi security forces could be 
obligated until the Secretary of Defense certifies that the Iraqi government 
had demonstrated a commitment to adequately build the logistics and 
maintenance capacity of its security forces, to develop the institutional 
capacity to manage such forces independently, and to develop a culture of 
sustainment for equipment provided by the United States or acquired with 
U.S. assistance. For fiscal year 2012, the admirustration has requested 
another $2 billion for State programs to assist the Iraqi security forces, 
including $1 billion for a new civilian-led police development program and 
$1 billion in Foreign Military Financing for Iraq’s military. 

However, our September 2010 report on Iraq’s budget surplus raises 
important questions on whether further U.S. funding is needed to support 
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Iraq’s security forces.® Specifically, we found that, through the end of 2009, 
Iraq had generated an estimated cumulative budget surplus of $52.1 
billion, of which at least $ 1 1.8 billion was available after ac^usting for 
outstanding advances. In addition, we found that, between 2005 and 2009, 
Iraq’s security ministries budgeted but did not use between $2.5 billion and 
$5.2 billion in funds that could have been devoted to the country’s security 
needs. Furthennore, while the Iraqi government recently announced a 
2011 budget that projects a $13.4 billion deficit, our 2010 report noted that 
Iraq’s budgets serve as imperfect predictors of the country’s year-end 
fiscal balance. For example, from 2005 through 2009, Iraq’s budgets 
predicted deficits but ended each year with budget surpluses, on a cash 
accounting basis. Accordingly, we recommended that Congress consider 
Iraq’s available financial resources when reviewing the administration’s 
fiscal year 201 1 budget request and any future funding requests to support 
the Iraqi security forces. 

In addition, we continue to follow the transition in Iraq from a military to a 
civilian-led presence. The administration has requested just over $3.2 
billion'* in fiscal year 2012 contingency funding for State and USAID 
operations in Iraq. These funds will support the operations and protection 
of a large U.S. civilian presence in the country, including personnel at the 
U.S. Embassy in Baghdad; two consulates in Basrah and Erbil; two branch 
offices in Mosul and Kirkuk; and three aviation facilities in Basrah, Erbil, 
and Baghdad. In July 2010, we issued a report on State transition efforts in 
Iraq, copies of which we provided to the Subcommittee/’ 

Finally, we are also assessing the Joint Campaign Plan for Iraq. This 
campaign plan provides a comprehensive, government-wide plan to guide 
U.S. efforts in Iraq, including the transition from a DOD-led to a State-led 
operation. The current plan identifies four lines of operation — political, 
economic and energy, rule of law, and security — and articulates the 
strategic priorities and risks in achieving goals and objectives. Our 
review — the most recent in a series of classified assessments we have 
conducted of joint campaign plans for Iraq — will examine the extent to 


^GAO, Iragi-US. Cost-Sharing: Iraq Has a Cumulative Budget Surplus, Offering the 
Potential for Further Cost-Sharing, GAO-10-304 (Washington, D.C.: Sept. 13, 2010). 

This figure does not include $2 bUlion requested for State programs to assist the Iraqi 
security forces, 

’BocaiKo our July 2010 report on transition efforts in Iraq contains sensitive information, it 
is not avail{d)le on GAO’s Web site. 
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which the campa^ pl^ adheres to military doctrine and addresses the 
risks to the campaign. 

Related issues for oversight include 

• the extent to which the Iraqi government has adequately built the logistics 
and maintenance capacity of its security forces, developed the institutional 
capacity to manage such forces independently, and developed a culture of 
sustainment for equipment provided by the United States or acquired with 
U.S. assistance; and 

• the intended goals and expected outcomes for State’s programs to assist 
the Iraqi security forces. 


Afghanistan and Pakistan Since 2002, the United states has provided more than $55 billion for 
Afghan security, governance, and development, and over $18 billion to 
assist Pakistan in its security, economic, and development matters and to 
provide reimbursements for its efforts to combat terrorism along its 
border with Afghanistan. Our reviews of this assistance have focused on 
U.S. efforts to develop capable Afghan National Security Forces; the U.S. 
civilian-military campaign plan for Afghanistan; and programs to develop 
Afghanistan’s agriculture, roads, and water sector and Pakistan’s Federally 
Administered Tribal Areas. We have also highlighted obstacles that have 
impeded the progress of U.S. programs in Afghanistan and Pakistan, 
including the unstable security situation and the government of 
Afghanistan’s lack of capacity to sustain many of the programs put in place 
by donors. 

In recent years, the United States has placed increased emphasis on 
providing funding directly to the Afghan government and Pakistani 
government and nongovernmental organizations instead of through large 
international contractors and U.S.-based partners. For example, in January 
2010, the United States and the international community agreed to deliver 
half of their development aid to Afghanistan over the next 2 years directly 
through the Afghan government. Our preliminary observations indicate 
that USAID disbursed about $204 million in direct assistance to 
Afghmiistan in fiscal year 2010, mostly through the World Bank- 
administered Afghanistan Reconstruction Trust Fund. Similarly, the 
Enhanced Partnership with Pakistan Act of 2009,'^ which authorizes up to 


“Pub. L No. 1 1 1-73, 123 Stat. 2060 (Oct. 15, 2009). 
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$1.5biUion a year for development, economic, and democratic assistance 
to Pakistan for fiscal years 20 10 through 2014, encourages, as appropriate, 
the provision of this assistance through Pakistani organizations. As of 
December 2010, the United States had disbuised about $120 million in 
direct assistance to Pakistani organizations. However, the vulnerability of 
U.S.-funded programs to waste, mismanagement, and corruption is likely 
to increase under these circumstances, given the limited capacity and 
weak internal controls of some of the Afghan and Pakistani entities 
involved in implementing them. In February 2011, we reported that USAID 
had undertaken or intends to take a number of risk mitigation strategies 
and steps to identify weaknesses in Pakistani organizations and improve 
the capacity of those that do not meet minimum standards for managing 
U.S. funds.’ For example, Pakistani organizations receiving U.S. funding 
for the first time would undergo a preaward assessment of their internal 
controls and financial management systems conducted by Pakistani 
Certified Public Accounting firms. However, we also found that USAID’s 
oversight of assistance awarded to Pakistani organizations could be 
further enhanced to prevent the misuse of U.S. funds. We recommended 
that USAID, among other things, provide U.S. assistance to Pakistani 
organizations identified in preaward assessments as high- or medium-risk 
through contracts, grants, or agreements that would require these 
organizations to address weaknesses that could endanger the 
accountability of U.S. funds. USAID agreed with our recommendation, 
stating that all contracts, grants, and agreements awarded to high- or 
medium-risk recipients take into consideration weaknesses identified in 
the preaward assessments. However, USAJD did not specifically state that 
it would make addressing such weaknesses a requirement in all of its 
contracts, grants, and agreements awarded to high- or medium-risk 
recipients. 

In response to the Subcommittee’s interest, we have also initiated work on 
U.S. efforts to ensure accountability of direct assistance to Afghanistan 
and to build the financial management capacity of the Afghan government. 
Our preliminary observations on these programs suggest that USAID has 
not consistently completed risk assessments of Afghan ministries prior to 
providing them with direct assistance, but that U.S. agencies have 
increased their focus on developing Afghan financial management 


’GAO, Department of State's Report to Congress and U.S. Oversight of Civilian 
Assistance to Pakistan Can Be Further Enhanced, GAO-I1-310R (Washington, D.C.: Feb- 
17, 2011). 
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capacity. We currently have a team in Afghanistan reviewing these 
programs and another team heading to Pakistan this week to examine U.S. 
security assistance in Pakistan’s western frontier region. 

Related issues for oversight include 

the extent of State and USAID efforts to develop the Afghan government’s 
capacity to sustain donor-funded programs, the progress made through 
such efforts, and the challenges faced, if any; and 

the extent to which USAID has taken steps to obtain reasonable assurance 
of the qualifications and independence of Pakistani Certified Public 
Accounting firms that are conducting preaward assessments of Pakistani 
organizations. 


U.S. Agencies Need to 
Improve Their 
Capacity to Advance 
Foreign Policy 
Interests 


According to the 2010 Quadrennial Diplomacy and Development Review, 
State and USAID are engaged in efforts to build and support a workforce 
that is well-matched to the foreign affairs challenges of the twenty-first 
century. Accomplishing this objective is critical given that our work has 
consistently found limitations in the ability of State and USAID to ensure 
that they are deploying the right people to the right places at the right 
time. For instance, the February 2011 update to GAO’s “High-Risk Series" 
states that current and emerging critical skills gaps undermine agencies’ 
abilities to meet their vital missions." With regard to State, the report cites 
insufficient foreign language capabilities. We reported in 2009 that the 
department has had persistent shortages of staff with critical language 
skills, such as Arabic and Chinese, and some foreign language shortfalls in 
areas of geographic strategic interest, such as the Near East and South and 
Central Asia — all gaps that jeopardize diplomatic readiness and could 
hinder U.S. overseas operations.® We reported in 2009 that State’s 
diplomatic readiness was also at risk due to continuing staffing and 
experience gaps at key hardship posts, such as Jeddah, Saudi Arabia; 
Lagos, Nigeria; and Shenyang, China.'" Additionally, in our 2010 review of 
State’s efforts to construct new embassy compounds, we found that the 


*GAO, High-Risk Series: An Update, GA.O-ll-278 (Washington, D.C,: Feb. 16, 2011). 

®GAO, Department of Slate: Comprehensive Plan Needed to Address Persistent Foreign 
JMnguage Shortfalls, GAO-09-955 (Washington, D.C.: Sept. 17, 2009). 

'‘’GAO, Department of State: Additional Steps Needed to Address Continuing Staffing and 
Experience Gaps at Hardship Posts, GAO'09'874 (Washington. D.C.: Sept. 17, 200.9). 
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department has e^ierienced difficulties hiring and training staff to operate 
and maintain the^ more sophisticated facilities.” State has taken some 
actions in response to our findings. For example, in 2010, the department 
introduced a new pilot program to expand its cadre of Chinese speakers. 
State also noted in 2010 that it planned to hire additional facilities 
managers at embassies and consulates. Nonetheless, the widespread 
difficulties that State has faced in aligning its workforce with its needs 
raise serious questions about its readiness to manage the upcoming 
transition to a civilian-led presence in Iraq — a presence that is slated to 
more than double in size from nearly 8,000 civilian personnel to about 
17,000. In particular, the ability of State’s Bureau of Diplomatic Security to 
assume full security responsibility for all diplomatic personnel and 
facilities starting in October 201 1 is uncertain. 

USAID faces similar workforce challenges. Of particular note, USAID’s 
workforce plan does not include a comprehensive analysis of the agency’s 
gaps in critical skills and competencies or the specific actions the agency 
intends to take to address such gaps. As we reported in 2010, until USAID 
improves its workforce planning, the agency will remain at risk of not 
deploying the workforce it needs to meet current and future foreign 
assistance goals.'* USAID subsequently agreed with our recommendation 
to develop a comprehensive workforce plan that analyzes its workforce 
gaps and specific steps to address such gaps. 

Related issues for oversight include 

additional actions State has taken or plans to take to address longstanding 
staffing and foreign language gaps, and 

the extent to which State, USAID, and DOD have planned for an estimated 
doubling in civilian presence and an expanded diplomatic “footprint" in 
Iraq, given the forthcoming transition from a military to a civilian mission, 


"GAO, New Embassy Crmpounds: State Faces Challenges in Sizing Facilities and 
Providing for Operations and Maintenance Requirements, GAO-10-689 (Washington, 
D.C.:July20, 2010). 

'^GAO, Foreign Assistance: USAID Needs to Improve Its Strategic Planning to Address 
Current and Future Workforce Needs, GAO-iO-496 (Washington, D.C.; June 30, 2010). 
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Agencies Can Do 
More to Ensure 
Oversight of 
Contractors and 
Accountability of U.S. 
Investments 


During fecal year 2009 a^id the first half of 2010, State and USAID 
coilecdvely reported obligations of nearly $6 billion on contracts, grants, 
and cooperative agreements to support their direct-hire personnel and 
implement development efforts in Iraq and Afghanistan. This reliance is 
due in part to agency workforce shortfalls, including insufficient numbers 
of trained ^ency personnel and the frequent rotations of staff posted to 
these countries. However, we have found State and USAID’s oversight of 
their contracts, grants, and cooperative agreements to be inadequate at 
times, thus raising questions about the agencies’ ability to ensure 
accountability for multibilbon-dollar investments. For example, as we 
reported in 2010, State and USAID continue to lack complete data on the 
number of personnel working under their contracts, grants, and 
cooperative agreements in Iraq and Afghanistan. We also found that State 
and USAID did not consider the need to provide greater scrutiny and an 
enhanced degree of management oversight when contractors performed 
contract and grant administration functions, such as evaluating other 
contractors’ performance and recommending grant awards — both of 
which closely support inherently governmental functions.^'* As a result, 
there is potential for loss of government control and accountability for 
mission-related policy and program decisions that can lead to decisions 
that are not in the best interest of the government and increase 
vulnerability to waste, fraud, and abuse. 


Our work has also highlighted other challenges In ensuring accountability 
of U.S. investments. For example, we previously reported that USAID’s 
efforts to manage and oversee development assistance being carried out 
by contractors and grantees in Afghanistan have been hampered by factors 
such as the high-threat working environment and difficulties in preserving 


■^'GAO, Iraq and Afghanistan: DOD, State, and USAID Face Continued Challenges in 
Tracking Contracts, Assistance Instruments, and Associated Personnel, GAO-ll-l 
(Washington, D.C.; Oct. 1. 2010), 

"InherenUy governmental fimctions related to the public interest require performance by 
government employees. Other functions, while not inlierently governmental, may approach 
the category because of the nature of the function, the manner in which a contractor 
performs the contract, or the manner in which the government administers performance 
under a contract. Functions closely supporting the performance of inherently governmental 
functions generally include professional and management support activities, such as those 
that involve or relate to supporting budget preparation, evaluation of another contractor’s 
performance, acquisition planning, or technical evaluation of contract proposals. 

‘'GAO, Contingency Contracting: Imprmmnents Needed in Management of Contractors 
Supporiing Contract and Grant Admintstralion in Iraq and Afghanistan, GAO-IO-357 
(Washington, D.C.: Apr. 12, 2010). 
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institutional knowledge due to high staff turnover. Additionally, the use 
of Afghan and Pakistani firms is expected to grow in accordance with U.S. 
Embassy Kabul’s Afghan First Policy and the Enhanced Partnership with 
Pakistan Act of 2(X^, " which encourage, respectively, the utilization of 
Afghan and Pakistani firms, including through host country contracts. This 
expected increase heightens existing concerns about the risk of U.S. 
contracting and assistance funds being diverted to finance terrorist or 
insurgent groups. GAO is currently conducting a review of DOD, State, and 
USAID’s processes for vetting prospective Afghan contractors to 
determine whether they are affiliated with insurgent or criminal groups or 
appear to pose a significant risk of diverting funds or security information 
to terrorists, criminal, and other corrupt organizations. 

Related issues for oversight include 

• actions State and USAID have taken to improve their ability to account for 
personnel working under contracts, grants, and cooperative agreements in 
Iraq and Afghanistan; and 

• the sufficiency of U.S. efforts to minimize the risk of Afghan and Pakistani 
firms diverting contract and assistance funds to terrorist and insurgent 
groups. 


Sustained Agency 
Attention to Strategic 
Planning and 
Performance 
Measurement Is 
Needed 


Sound strategic planning and performance measurement are critical for 
managing U.S. government funds responsibly. In particular, agencies 
should define the results they seek to accomplish, identify the strategies 
for achieving the desired results, and determine how well they succeed in 
achieving those results. However, our reviews of international affairs 
programs have repeatedly found weaknesses in agencies’ strategic 
planning and performance measurement efforts. For example, we reported 
that State significantly expanded its Bureau of Diplomatic Security — from 
fewer than 1,000 direct-hire security specialists in 1998 to over 2,000 in 
2009 — without the benefit of strategic planning to ensure that the bureau’s 
missions and activities address the department’s priority needs. 


‘'•GAO, Afghanistan Development: USAID Continues to Face Challenges in Managing and 
Overseeing U.S. Devdojment Assistance Programs, GAO-10-932T (Washington, D.C.: July 
15,2010). 

'Tub- L. No. lU-73, 123 Stat 2060 (Oct. 15,2009), 

‘“GAO, State Department: Diplomatic Security's Recent Growth Warrants Strategic 
Reoienv, GAO-lO-i56 (Washington, D.C.: Nov. 12, 2009). 
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Accordingly, we recommended that State conduct a strategic review of the 
bureau that addresses its key human capita! and operational challenges. 
State agreed with our recommendation. 

We also found weaknesses in State's performance measurement of the 
Merida Initiative, a $1.5 billion effort launched in 2007 to provide law 
enforcement support to Mexico in response to rising crime and violence 
related to drug trafficking, particularly along the United States-Mexico 
bonier.’® Last summer, we reported that U.S. agencies had provided 
various types of equipment and training through this initiative, including 
five Bell helicopters, several X-ray inspection devices, and training for 
over 4,0(K) police officers.^ However, we found that State generally lacked 
outcome-based measures for Merida, making it difficult to determine the 
program’s effectiveness and leaving unclear when its goals will be met. 
Consequently, we recommended that State develop performance measures 
that indicate progress toward Merida’s strategic goais.^‘ State estimated in 
February 201 1 that it would take another 4 months before performance 
measures were completed for Merida. We similarly recommended that 
USAID lake steps to enhance monitoring and evaluation of its agricultural 
development programs in Afghanistan, such as by consistently analyzing 
and interpreting program data to determine the extent to which annual 
targets are met.*^ USAID concurred and described several ongoing 
initiatives that addressed elements of our recommendation. 

Related issues for oversight include 

• the extent to which State has strategically reviewed the capacity of its 
Bureau of Diplomatic Security and developed contingency plans as the 
bureau prepares to assume full responsibility from DOD starting in 


'“’The United States also provides law enforcement support to Central American countries 
through the Merida Initiative. 

"’GAO, M&rida Iniliative: The United States Has Provided Countemarcotics and 
Anticrime Support but Needs Belter Pefforrmnee Measures, GAO-10-837 (Washington. 
D.C.; July 2J. 2010). State data as of February 2011 show that, while most Merida funds 
have been obligated, nearly 80 percent have not yet been expended. 

^^The Merida Initiative's four strategic goals are to (1) Disrupt Organized Criminal Groups, 
(2) Institutionalize Reforms to Sustain Rule of Law and Respect for Human Rights, (3) 
Create a 21" Century Border, and (4) Build Strong and Resilient Communities. 

“GAO, Afghanistan Developmenl; Enhancements to Performance Management and 
Evaluation Efforts Could Improve USAID's Agricultural Programs, GAO- 10-368 
(Washington, D.C.: July 14, 2010). 
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October 2011 for the security of all diplomatic personnel and facilities in 
Iraq, and 

the extent to which State has made progress in developing performance 
measure for the Merida Initiative to aid in determining the program’s 
effectiveness. 

Madam Chairwoman and Members of the Subcommittee, this concludes 
my prepared statement. I would be happy to answer any questions you 
may have. 
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Ms. Granger. I will start with what you finished with, and that 
is Mexico. We know that this committee has strongly supported 
Mexico in its fight against drug violence. Appropriations have ex- 
ceeded the original $1.4 billion pledge for the Merida Initiative. But 
as we watch it, it seems to literally be imploding. 

I was encouraged by the meeting today of President Calderon 
with President Obama. I hope we will have shed more light on 
what is happening there. 

But my question to you is, what is your assessment of U.S. as- 
sistance programs with Mexico? You said, 4 months before we will 
have the performance measures, and I would ask you, why is it 
taking so long for the State Department to develop a system to 
track whether our U.S. assistance is really stopping drug violence? 

Ms. Williams-Bridgers. The area of performance measurement 
has been a very difficult one for the State Department. Effective 
performance measurement involves understanding what needs to 
be measured and collecting the necessary data from all parties, be 
it the government; working with the government to collect data 
that is meaningful to develop the types of performance metrics that 
are necessary in order to determine whether or not we are achiev- 
ing our outcomes; and having the personnel who know what re- 
sources we have to apply in order to measure those goals. So it is 
a matter of data collection, working with partner governments to 
collect the necessary information, and then articulating those into 
meaningful indicators. 

Ms. Granger. In the most recent funding, we have been funding 
equipment to Mexico. 

Ms. Williams-Bridgers. Yes. 

Ms. Granger. So can you give us an update on that equipment? 
What has been delivered to Mexico? Or more importantly, what has 
not been delivered yet? And are there any recent problems? I know 
there were problems in the past as far as delivery of that equip- 
ment. Are there problems that this committee should be address- 
ing? 

Ms. Williams-Bridgers. Madam Chair, with your permission, I 
would like to call on Jess Ford, who has been to Mexico and has 
been working closely not only with U.S. Government officials, but 
has also interviewed some officials in the Mexican Government, to 
be able to provide you with some of those statistics. Jess Ford. 

Mr. Ford. We recently were briefed by the State Department, 2 
weeks ago. They have now delivered approximately 25 percent on 
a dollar basis of the equipment and assistance that Congress has 
appropriated, somewhere — I believe it is around $360 million of the 
$1.5 billion. They have a plan in place for these deliveries which 
they have shared with us recently. We haven’t had a chance to 
analyze it in detail, but it does have a schedule of what their plans 
are over the next year and a half. That is something that we rec- 
ommended last summer from our work, so they have taken that 
step. 

We have not had a chance yet to get a briefing from them on 
when exactly they will have the preponderance of the aid delivered. 
Some of the equipment items that they are going to deliver are hel- 
icopters that are in the procurement process now of being produced 
and shipped to Mexico, and that takes a little more time than the 
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typical type of technical assistance. So at this point, about 25 per- 
cent has been delivered. 

They have a plan that they have shared with us that details the 
types of assistance they hope to provide over the next year. But we 
don’t yet know exactly what the bottom line will be by the end of 
the year in terms of how much will be delivered. 

Ms. Granger. The subcommittee will be taking a trip to Mexico 
in 2 weeks, and so if you could give us some of the information for 
that, we will need that. 

Mrs. Lowey. 

Mrs. Lowey. Thank you for your hard work. I am very con- 
cerned, however, about the current staffing levels and training of 
personnel. In your statement, you said that the Department has 
had persistent shortages of staff with critical language skills — gaps 
that jeopardize diplomatic readiness and continued overseas oper- 
ations. 

Two follow-ups: Is it your assessment as a result of the gutting 
of staff at the State Department and USAID in the 1990s and in 
the early 2000s, that State and USAID do not have the ability to 
deploy the right people to the right place at the right time and, 
therefore, the Obama administration and the Bush administration 
before it have been forced to rely too heavily on contractors? And 
in your opinion, what impact did the growing staffing demands for 
civilians in Iraq and Afghanistan have on diplomatic readiness? 
Did such a redirection of additional global personnel to those stra- 
tegic posts lead to understaffing in Africa, Latin America and 
South Asia? 

And also in your review, have you discovered if the urgent need 
for staff to fill positions worldwide led to gaps in knowledge and 
skills by State and USAID personnel? 

And lastly, with regard to personnel, you can just answer it all 
together, does the system of bidding on assignments contribute to 
staffing and knowledge gaps? And have you done a review of the 
current incentives provided at State and USAID to fill positions? 
Have you looked at the effect of direct staffing versus the current 
bid system to address staffing gaps? 

Ms. Williams-Bridgers. Thank you very much for your ques- 
tions, Mrs. Lowey. The short answer is yes, there are critical staff- 
ing gaps. We have reported that given the surge needs in Iraq and 
Afghanistan, and most recently in Pakistan, there have been com- 
promises in our ability to adequately staff other posts. It also is re- 
flected in the lack of language capabilities and technical expertise 
that we see in our foreign service personnel currently. 

For example, in Nigeria, our teams that were recently there 
found that junior officers are filling positions often one and two 
grade levels above that which they should be expected to fill. In 
China, similarly, we found not only language gaps but also skills 
gaps and experience gaps. What this ultimately leads to is report- 
ing that is not sufficient, reporting on key strategic issues such as 
terrorism, economic crisis, and situations in countries that have 
ripple effects across the world. 

With regard to the bidding process, we have not specifically 
looked at the bidding process, but we have looked at incentives in 
the past that were created by the State Department to lure people 
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to bid on certain posts. We have not looked at that recently, but 
that is something that we definitely need to follow up on. 

With regard to the overall staffing situation, what are State De- 
partment and USAID doing to address this? They are relying on 
contractor personnel. That has benefits and it also has disadvan- 
tages. The agencies have told us that they are looking to contractor 
personnel to fill gaps where there are personnel shortages, where 
there are skills gaps, where there is a need for flexibility in order 
to surge the attention to critical areas in critical posts, where there 
are security or logistical needs that the private sector can readily 
fill or nongovernmental organizations can readily fill. 

What are the inherent risks? What we have often seen is that 
contractors are filling positions that closely support inherently gov- 
ernmental functions. And we also want to ensure that we mitigate 
against placing contractors in positions that are inherently govern- 
mental functions where they are making policy and program deci- 
sions that direct-hire personnel should ultimately make. 

We know that we must rely on contractors, but we must also 
take responsible steps to mitigate against those risks. And that in- 
cludes ensuring that we have the proper numbers of properly 
skilled personnel to oversight the contractors. There are particular 
challenges with doing this. In Afghanistan, Pakistan, you have 
high-threat, high-security situations. Our personnel may not have 
the language skills and may not be able to get out into some of 
those places. I have been to Afghanistan and Pakistan myself. We 
rely not only on local nationals but also on contractors to get out 
to these places, but we have also said that we have got to ensure 
that we have processes and readily trained direct-hire personnel to 
properly oversee what contractors are doing and to make sure that 
they are not supplanting the type of decisionmaking and policy- 
making that our officers should be making in the field. 

Mrs. Lowey. Thank you. 

Ms. Granger. Thank you. Mr. Dent. 

Mr. Dent. I have no questions, thank you. 

Ms. Granger. Mr. Diaz-Balart. 

Mr. Diaz-Balart. Thank you. Madam Chairwoman. How are 
you? Thanks for being here. 

Ms. Williams-Bridgers. I am doing okay. Thank you. 

Mr. Diaz-Balart. The recently released GAO report has a lot of 
interesting findings. One, it talks about the efforts, the lack of in- 
formation sharing between U.S. agencies involved in development 
work in Afghanistan. And the report states — and I quote — it says, 
“USAID and DOD have not adopted a centralized data system that 
tracks all U.S. Government-funded Afghan development efforts and 
is accessible by all relevant agencies. My understanding is that 
previous GAO reports recommended that both USAID — at least 
USAID maintain an accessible database. 

So the question is: Why haven’t they done so? This is not a new 
issue that you all have been bringing up. Is there a reason why 
they haven’t done it? What is holding them up from doing that? 

Ms. Williams-Bridgers. There have been fits and starts to this 
effort of developing the centralized database. DOD had a database. 
In part, it was classified. They did not allow USAID to access cer- 
tain data. USAID has since developed an unclassified database. It 
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has gone through a couple of iterations. I believe it is called Afghan 
Info System now. 

Mr. Diaz-Balart. Catchy name. 

Ms. Williams-Bridgers. Yes, very catchy name. However, the 
database as currently used does not provide a complete picture of 
U.S. development efforts in Afghanistan. In part, it is an inability 
to really collect the kind of information that is necessary and to 
reach agreement to put it into the common format that allows for 
ease of sharing. But we intend to follow up on this. We have been 
making these recommendations, as you have said, for a number of 
years. There is no reason why we can’t move to a place where all 
agencies that are working toward the same end, with the same 
U.S. dollars, have a common language and lexicon and put that in- 
formation into 

Mr. Diaz-Balart. Do you see any movement in the right direc- 
tion so far? 

Ms. Williams-Bridgers. I see movement in that USAID has ac- 
knowledged, and both the agencies acknowledge the need to do 
this. It is unnecessary duplication of effort if they end up investing 
resources in building the same projects. But USAID says. Look, we 
have developed this new iteration of a system. It is unclassified. 
Let’s develop a common lexicon. 

So we will continue to oversight that and see. 

Mr. Diaz-Balart. Switching subjects entirely. There was a story 
in The Wall Street Journal and it didn’t surprise a lot of us who 
have been following what is going on in Colombia, that some of the 
funding that goes to Colombia, a lot of it goes to NGOs. And there 
was a person who was a former FARC terrorist guerrilla who came 
forward. And he spoke of — and The Wall Street Journal quoted 
him — that a lot of these NGOs were used as staging grounds, as 
places to keep arms for the terrorist groups, that were used to cre- 
ate stories and try to discredit the democratically elected Govern- 
ment of Colombia, et cetera. 

And my question is, we are spending a lot of money that is going 
to NGOs. As a matter of fact, that ratio has changed a few years 
ago, but we are spending more money on NGOs than we used to 
in the past years. The question is: Are we tracking that money that 
is going to NGOs to make sure that we are not sending U.S. tax- 
payer money to NGOs that are frankly not exactly on our side, that 
are not, you know, that do not believe in the same principles and 
the same policy that we do, again, that are actually assisting the 
terrorist groups in Colombia? 

Ms. Williams-Bridgers. I am not familiar with exactly what we 
are doing in Colombia to track the assistance that we provide 
through NGOs there, but we know that this is a persistent problem 
across governments. So I will definitely follow up on that issue for 
you. 

Mr. Diaz-Balart. Yes. And the reason, if I may. Madam Chair- 
woman, just very briefly, is because there seems to be — supposedly 
there have been reports that USAID has previously distributed 
money to groups that are Hamas-linked and others. So I think we 
just need to make sure that if there is any way to track that down, 
I would love to continue to pursue that and continue to talk about 
that. 
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Ms. Williams-Bridgers. We will follow up, Mr. Diaz-Balart. 
Thank you very much for that question. 

Mr. Cole [presiding]. I guess I am now running the meeting, and 
I will call on myself. 

Thank you very much for being here. Thanks for your testimony. 
I have actually got several things I would like to ask you. Obvi- 
ously we are in a very different world since 9/11 than we were be- 
fore. 

At GAO, you have the ability to look at things over time. So if 
you were making a broad judgment about — we talked specifically 
about gaps in personnel and skill sets and experience. But have we 
broadly moved in the right direction over the last 8 or 9 years? Are 
we further behind in what we need today than we might have been 
a number of years ago? 

I am just trying to get a sense of where the trend lies. The prob- 
lems seem to be recurring, and kind of the same thing. Are we, 
broadly, better off or worse off than we were before? 

Ms. Williams-Bridgers. That is a very good question. Thank 
you for it. 

Looking over time — the nature of our business operation has 
changed necessarily, given the environments that we are working 
in now. We are working in much more difficult environments. We 
are expanding our mission in ways that we haven’t in the past. We 
have taken on the role of moving in many places, from providing 
hardware, to providing technical assistance, to building the capac- 
ity of governments to rule responsibly to provide essential services 
to their people. And that is a more difficult, longer-term under- 
taking than simply provisioning equipment to armies and to mili- 
tary forces. 

So I think that over time, given the change in our mission, we 
have to change our workforce and our cadre and our skill sets to 
be able to address the changed nature not only of the threat but 
of the environment that we are working in overseas. 

Are we doing a better job of it? We are recognizing the need to 
address security at the same time that we address economic devel- 
opment to provide long-term, sustainable means for these coun- 
tries, so that we can extract ourselves from these very difficult en- 
vironments. We have built our workforce in the foreign affairs com- 
munity. And one of the dangers right now, of course, in this fiscal 
environment is — and State is presenting a budget that we believe 
provides more transparency so that policymakers can see exactly 
what we are spending on these types of operations through this 
OCO account that they have here — ^but at the same time we don’t 
want to compromise the base. And we are going to have to make 
some very difficult trade-offs in that base of operations that must 
be sustained in order to ensure that we have that skill set to sus- 
tain programs over the long term after we have completed the 
surge-type activities that are associated with security stabilization 
in the short term in a number of these countries. 

So I think it is a very complicated answer to say that we are try- 
ing to keep pace. The numbers of people have grown in the foreign 
affairs community in recognition of the skill sets that are needed. 
We also have to do a better job of ensuring that augmented staff 
and contractor staff do a better job of developing the type of per- 
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formance measures that will enable us to see whether or not we 
are making a difference. Regarding the latter area, we are not 
doing a very good job of getting the kind of information that we 
need in order to discern whether or not we are making the type of 
progress and achieving the outcomes that we have set for our- 
selves. 

Mr. Cole. Let me ask you this. As I recall, and I may be wrong 
on this, so please correct me if I am. In most of the spots — and let’s 
just take Afghanistan. These are volunteer. You volunteer to go if 
you are in USAID. Or you volunteer to go in State. They are not 
mandatory. They can’t be assigned; is that correct? 

Ms. Williams-Bridgers. It is a bid process, not a directed as- 
signment process. There has been much discussion about having di- 
rected assignments. There have been a number of incentives cre- 
ated in the past. 

Mr. Cole. If you were going to recommend to them, that has got 
to make it extraordinarily difficult. Clearly those are dangerous 
places to go and there is quite a lot of hardship involved. But it 
is going to make it very tough to get the skill sets you need in the 
critical area. Have you got a recommendation? Should we move to- 
ward giving the Secretary and the appropriate directors the ability 
to sign personnel up? 

Ms. Williams-Bridgers. Good question. I am not sure if there 
would be legislation required in order to authorize the Secretary to 
direct assignments of foreign service personnel. I don’t know that 
answer. Should the State Department and the foreign affairs appa- 
ratus be encouraged to look for options of using direct-hire per- 
sonnel to better meet the needs that we have to address in these 
hot spots? Absolutely. 

Mr. Cole. Let me ask you one other question on Afghanistan. 
And then, Mr. Austria, we will go to you next. I won’t monopolize 
the time here. 

In Afghanistan, last time I visited, we were in the midst of this, 
which was a few months ago. We have really augmented the num- 
ber of people there dramatically in the military since, obviously, we 
have tripled the number of forces we have had there since 2009, 
and with an accompanying really remarkable civilian surge at the 
same time. It is actually pretty impressive, a lot of highly moti- 
vated people. 

Have you looked to see whether or not the civilian component of 
this is working well? What kind of judgment would you make? 
Would you triple, quadruple, the number of people? A lot of com- 
missions were assigned that were governance-related, infrastruc- 
ture, all sorts of things. So how is that working? 

Ms. Williams-Bridgers. We actually have two teams on the 
ground in Afghanistan right now. One is looking at the U.S. capac- 
ity to manage and oversee that significant increase in assistance 
that we are providing to Afghanistan. And the other team is look- 
ing at the Afghan Government’s capacity to absorb and responsibly 
manage the U.S. funds that have been provided to them. So I will 
be able to give you a better answer to that in a few months. 

Mr. Cole. Mr. Dent. 

Mr. Dent. I have a quick question. Just following up on Con- 
gressman Cole’s comments on what you have noticed in Afghani- 
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stan. I understand provincial reconstruction teams that we have 
seen in Iraq, and I guess also in Afghanistan, they seem to be very 
heavily dependent upon DOD efforts. There was a shortage of 
USAID folks. 

What is your sense now? Do we have a better balance? Is there 
more USAID involvement with the PRTs in both countries, particu- 
larly in Afghanistan? What is your sense? Has the Defense Depart- 
ment’s role been mitigated at all? 

Ms. Williams-Bridgers. What I would like to do is call on my 
two directors that are responsible directly for Iraq and for Afghani- 
stan and Pakistan to speak about that. Joe Christoff is responsible 
for Iraq. 

Mr. Christoff. Sure. In Iraq, you are seeing the dissolution of 
PRTs. They are going down. Without a doubt, they had to have 
military support in order to provide the CERP funding and the 
quick reaction forces to interact with a provincial government. 
They are now being dissolved and hopefully we are retaining a lot 
of the excellent contacts those PRTs established and that will be 
continued in the consulates and the enduring branch offices. 

Mr. Johnson. There are obviously no PRTs in Pakistan, but in 
Afghanistan we have another job looking at the civilian surge. We 
have seen an indication that there is an increase in the number of 
civilians, and in particular civilians on the PRTs. One shortage 
that was pointed out previously was ag experts in particular. We 
are seeing an increase in USDA ag experts along with AID experts 
in that particular area to address some of the unique development 
issues in Afghanistan. But along the lines of security governance 
and development, there is a serious uplift that you noted in the 
governance and development areas and in terms of civilians for 
some of the issues. 

Ms. Granger. Thank you. Mr. Austria. 

Mr. Austria. Thank you. Chairwoman Granger. I apologize for 
walking in late. I was at another subcommittee meeting. I think 
Mr. Cole hit on some of the areas that I was interested in and that 
is some of the challenges that you are going to be faced with here 
as we move forward, and some of the obstacles. 

You talk about the number of people growing as far as the skill 
sets and the challenges we face. And I guess part of my question 
was. How are you monitoring or measuring that right now as far 
as success? I think the question was asked as far as the success 
levels, whether it be on the civilian side or — when you are looking 
at security, the economy and so forth. And again, what do you feel 
are the biggest challenges or obstacles, whether it be Afghanistan, 
whether it be Pakistan or Iraq? 

Ms. Williams-Bridgers. How are we monitoring the capabilities 
of our workforces in order to 

Mr. Austria. When you are increasing the number of people to 
make sure we are going to be successful. 

Ms. Williams-Bridgers. We begin by looking at what the goals 
are, what the stated goals are for any particular program or activ- 
ity that we undertake. Then we begin looking at the various strate- 
gies and approaches that the U.S. Government is developing. Do 
they reflect the priorities of the country? Are we bringing together 
from all the various agencies involved the type of skills and infor- 
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mation that are necessary in order to address the particular goal 
that we have in mind? Do we have performance metrics that seem 
reasonable and that can be measured over time? Oftentimes we 
don’t see outcome-based measures; what we see are output meas- 
ures. And this is pervasive across the various agencies involved 
here. 

The second part of your question about — could you repeat that 
please, the second part of your question? 

Mr. Austria. The challenges you see and the obstacles that you 
see us facing as far as moving into the future. Yesterday we had 
General Mattis come in to MILCON and talk about 2016, pointing 
out withdrawing from Afghanistan — are you going to be able to 
meet those goals; what challenges you have; what obstacles you 
have? 

Ms. Williams-Bridgers. In large part, this depends on what as- 
sumptions we make given the goals that we set. In Iraq, for exam- 
ple, our assumptions about drawdown had to do with the capacity 
of the government, the political situation, and whether or not they 
had addressed some of the intrinsic political issues in their newly 
formed Constitution and that their newly elected government was 
facing. We also have to look at the capacity of the military and the 
police forces to be able to secure Iraq, to achieve the ve^ goals and 
conditions that we have established in partnership with the gov- 
ernment. 

Similarly in Afghanistan, we are looking not only at the ability 
of the government to govern but also to generate the types of reve- 
nues that are necessary for them to sustain themselves over time. 
So we look at the various assumptions, underlying assumptions 
that form the basis for our goals and for the time frames that we 
have established for ourselves in order to meet those goals. And we 
look to see whether or not we have been able to rely on security 
forces to secure and stabilize. We look to see whether or not the 
governments have been able to execute the types of essential serv- 
ices that are expected of a government to deliver to their people, 
both in Iraq and Afghanistan. 

So we constantly examine these goals, these outcomes, these 
short-term outcomes, the long-term outcomes, and then assess 
whether or not we are applying the types of resources that the U.S. 
Government has indicated it would like to apply to see if we are 
achieving those goals. 

Mr. Austria. Thank you. Chairwoman. Thank you very much, 
Ms. Williams-Bridgers. 

Ms. Granger. In Iraq, the State Department will take over Octo- 
ber 1 when the military draws down. 

Ms. Williams-Bridgers. Yes. 

Ms. Granger. And I continue to be concerned about whether we 
have enough people there. And as we talked about before, about 
the problems we have with oversight, or with that government, 
then how do you see that transition happening? Do we have 
enough people? What challenges are you seeing in that takeover or 
that change? 

Ms. Williams-Bridgers. Sure. Do we have enough people right 
now? We would say no. Do we have the equipment that is nec- 
essary in order for State Department to exercise its mission of pro- 
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tecting people and facilities there? Right now we would say no. By 
State Department’s own admission, they are still in the process of 
having discussions with the Department of Defense as to what 
equipment State Department believes it needs and what equipment 
has been delivered. So we do not believe that we are in a ready 
state right now. 

Will we be by October? In large part that depends on whether 
or not State Department can procure the types of assets that they 
need to support their mission there and whether or not they can 
acquire the types of skills and expertise that will largely come from 
contractors in order to be able to provide the types of services they 
are expected to provide to support our mission in Iraq. 

So right now I think that we need to continue to monitor very 
closely the ongoing discussions, interagency discussions, the inter- 
agency agreements that will be necessary in order to support our 
presence there. 

Ms. Granger. And when you say “if we have the right equip- 
ment,” I assume you mean if we have the funds to buy the right 
equipment. 

Ms. Williams-Bridgers. Absolutely. Yes. Perhaps it is acquisi- 
tion of new equipment, or perhaps it is equipment that DOD would 
leave behind. 

Ms. Granger. Of course, the other thing has to do with security 
and will we have the security to protect those people that are 
there. 

Ms. Williams-Bridgers. That is right. And we have also heard 
varying statements from the Department of State as well as DOD 
as to whether or not State Department has the necessary authori- 
ties and flexibilities to make best use of resources that might be 
provided to them to execute the mission. We have not come to any 
conclusions about that because we haven’t gotten very clear state- 
ments as to what those flexibilities or authorities might be. 

We do know that State Department operates under different se- 
curity standards for its own personnel than does DOD. There are 
issues of site protection, for example. State Department has a set- 
back requirement. DOD does not. State Department requires that 
there be hardened roofs for the residences and working facilities of 
its employees. DOD does not have that same sort of requirement. 
So we need to look at what these requirements are and also see 
whether or not Congress needs to provide some authorities or 
whether or not State Department and USAID need to effect some 
change in policy or their own rules and regulations. 

Ms. Granger. That is supposed to be accomplished October 1. 

Ms. Williams-Bridgers. October 1. It is a very short time away. 

Ms. Granger. It is a very short time away. 

Let me return to Afghanistan for something that has come up, 
and that is the approach of delivering half of the development aid 
directly to the Afghan Government. And that has been discussed. 
That is the plan. I want to know what you see as the potential risk 
to that approach and particularly whether the Afghan Government 
has the capacity to oversee this assistance. 

Ms. Williams-Bridgers. Excellent question. USAID, as you well 
know, has undertaken a number of risk mitigation strategies and 
has imposed certain conditions on its direct assistance, direct as- 
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sistance taking two forms: one, direct assistance through the World 
Bank-administered Afghanistan Reconstruction Trust Fund; and 
two, direct assistance that USAID provides directly to Afghan min- 
istries. 

With regard to the direct assistance to the Afghanistan Recon- 
struction Trust Fund, there was agreement reached between the 
World Bank and donors, including the United States, in 2002 on 
terms of agreement as to what the World Bank would do to ensure, 
safeguard, and guarantee intended uses of moneys that donors pro- 
vided. And those agreements included provisions such as maintain- 
ing separate accounting and records of all moneys provided by do- 
nors, establishing a monitoring agent, conducting financial audits, 
and reporting to the donors regularly. But it falls short of what the 
U.S. Government today believes is needed in order to properly safe- 
guard those moneys. 

Not long after agreement was reached in January 2010 with all 
other donors to provide 50 percent of development aid directly to 
the Afghan Government, USAID approached World Bank and 
asked that additional safeguards be put in place specifically allow- 
ing the U.S. Government to obtain records and information from 
the World Bank’s audits of these Afghan recipients. And World 
Bank denied USAID’s request. So we believe that USAID and our 
State Department perhaps need to be encouraged to work with 
other donors to see if they can obtain better assurances and proce- 
dures in place to properly safeguard those moneys. 

With regard to moneys that are given directly to the Government 
of Afghanistan, we know that this is a country with a 70 percent 
illiteracy rate. We know that they have a very senior civil service 
workforce. We know that there is not necessarily the attention to 
financial management principles or internal controls that we would 
expect to see when we are delivering billions of dollars directly to 
a government. 

USAID has taken certain steps, including pre-award assess- 
ments, looking at ministries’ financial management and internal 
controls environment. And for those ministries that would be di- 
rectly responsible for procuring goods and services with U.S. dol- 
lars, we go one step further and we certify these ministries as to 
their capabilities. These certifications are done, I believe through 
USAID’s mission director for Afghanistan. But these pre-award as- 
sessments give a very good indication of the capabilities of these 
government ministries. I believe USAID may have looked at six 
ministries but has certified only two — the Public Health Ministry 
as well as the Communications and Information Technology Min- 
istry. 

There are also certain conditions that USAID will put in place 
before awarding money to any ministries, conditions that require 
them to acquire separate bank accounts, maintain accounting 
books, develop a monitoring and evaluation plan, and report to 
USAID regularly. But this is a high-risk proposition, as we well 
know, and is something that deserves and will require continued 
oversight and evaluation by USAID. 

Ms. Granger. I understand the goal. I am just concerned about 
the timeline and turning over that much, 50 percent. I wish it 



828 


would have been eased in, in a way. I would have had a much more 
reassured understanding of it. That concerns me. 

Let’s go to Pakistan. And your statement mentioned the adminis- 
tration’s efforts to provide assistance to Pakistani organizations. It 
says that those efforts would increase the vulnerability of U.S. as- 
sistance to waste, mismanagement, and corruption, given the lim- 
ited capacity and the weak internal controls of the Pakistani enti- 
ties involved. The most recent report made several recommenda- 
tions to the Department of State and USAID. Can you describe the 
most significant weaknesses the GAO found, the most time-sen- 
sitive problems that need to be addressed, and whether the Com- 
mittee should reconsider providing certain types of funding because 
of the issues that GAO identified? 

Ms. Williams-Bridgers. Similarly to Afghanistan, there is this 
pre-award assessment process. But we are dealing with a govern- 
ment that is slightly more sophisticated in that the pre-award as- 
sessments have been conducted by USAID-approved Pakistani CPA 
firms. But nonetheless, you are quite right. Any direct assistance 
involves inherent risks that need to be closely safeguarded against. 
And so it is going to be a challenge for USAID to exercise the prop- 
er oversight even in Pakistan. 

Ms. Granger. Thank you. We are watching to see what happens. 

Let me go to — the State Department and USAID have been fo- 
cused on increasing their staff in order to strike the right balance 
between defense, diplomacy, and development efforts. Mrs. Lowey 
talks about the three legs of a stool often. With the budget environ- 
ment we are now facing, new hiring will have to be reconsidered. 

So can you discuss GAO’s work related to the workforce chal- 
lenges facing each agency and what steps are necessary to ensure 
that staff are best utilized around the world? 

Ms. Williams-Bridgers. State Department is often faced with 
the pressure of putting a body in a particular post. I worked for 
State Department many years ago and I remember the calls, the 
urgent calls of chiefs of missions saying. Please send a body, man 
our consular post, we need people to adjudicate visas. 

Nigeria is a notable example. Often this comes — not necessarily 
in Nigeria, being English speaking, but in other countries where 
you need language. You need staff with language skills. So we can- 
not compromise on the need to ensure that our staff have the pre- 
requisite skills to function and do the job they are expected to do. 
When consular officers are faced with hundreds, literally hundreds 
of applications to adjudicate in a matter of seconds in some of our 
highest threat, most critical frontlines of defense for our own home- 
land security, we must ensure they are properly equipped. So en- 
suring the proper training before deploying the staff is imperative. 
That means not only language, but also the types of technical ex- 
pertise that are needed to oversee our missions. 

Let’s talk about facilities. State Department has built more than 
52 new embassy compounds, moving more than 20,000 personnel 
into more secure, safer embassies. But these are highly complex 
state-of-the-art embassies. We don’t necessarily have the technical 
expertise, and State has faced extreme difficulty in hiring the type 
of technical experts that know how to maintain these state-of-the- 
art facilities now. 
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So we are not only talking about having a human capital cadre 
of skilled expert personnel, foreign service officers, and highly tal- 
ented people. As our mission changes, so does the necessary equip- 
ment for our personnel have to change along with it. The same is 
true on the facilities side, as we are negotiating increased acreage 
and expanding our presence in Afghanistan. 

Ambassador Eikenberry, looking back on his time there many 
years ago, has said Who would have expected 5 or 6 years ago for 
us to have this magnitude of a presence in Afghanistan now? 

And the same in Iraq. We have so many facilities. The question 
becomes, can we expand as quickly as is desired right now? In Iraq 
we are talking about expanding multiple sites, including aviation 
and life support facilities; opening consulates; and opening other 
support offices throughout the country. Perhaps we need to rethink 
that footprint, given what is realistically going to be available in 
terms of direct-hire personnel — not contractors but direct-hire per- 
sonnel — to be able to responsibly execute that. 

Ms. Granger. I think that is a consideration that we have all 
wrestled with. And it is, can we get the right people with the right 
skills, the right training, the right equipment, all there? And if we 
do, then from where are we taking them? Because if we are talking 
about experienced, well-trained people, then we are moving them 
from other places where they are also needed. 

So I, like you, wonder if we have set up a plan for a footprint 
we can’t accomplish at this time and particularly under these budg- 
et constraints. 

Let me ask you about the QDDR and the management reforms. 
You had concern — GAO had concerns about strategic planning and 
performance measurements. Have they been addressed sufficiently 
in the administration is initiatives, in the Presidential Policy Direc- 
tive on Global Development, the Quadrennial Diplomacy and De- 
velopment Review, and USAID Forward? Have you identified any 
particular areas that were overlooked and what new initiatives re- 
quire significant investments that you are not seeing now? 

Ms. Williams-Bridgers. Notably, the QDDR did not address 
what we had called for, the need for effective strategic planning by 
Diplomatic Security, the bureau that is going to be on the frontline 
in providing protection for our personnel. It was absent in the 
QDDR. That was a particular concern to us, because just last year 
we had identified the need for more rigorous strategic planning, an- 
ticipation of what the future mission is, and how we are going to 
go about deploying our diplomatic security personnel around the 
globe. We are currently looking at training of diplomatic security 
personnel as well. 

So that was a notable omission, we believe, from the QDDR. 
There were a number of other areas, though, that I thought that 
the QDDR mentioned, that we have not looked at quite yet, but 
were quite interesting. One was the call for an establishment of a 
chief economist, one that would recognize and pull together eco- 
nomic development, security, and diplomacy in ways I believe have 
not necessarily been looked at in the past. Another area of note 
was for USAID and the overall training and expertise and deploy- 
ment of personnel there. 
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So in total I think there are a number of areas where the QDDR 
addressed the need to build capacity of the foreign service corps, 
and the diplomatic corps as a whole. But at the same time, I think 
it is quite ambitious. 

The other area that I must note that I was a little concerned 
about with the QDDR was the initiative to streamline performance 
indicators. While we think that there is room for streamlining per- 
formance indicators to focus on the salient few, because we have 
noted this as an area of weakness across the agencies, I am con- 
cerned that strategic planning and training are oftentimes the first 
areas in discretionary spending in agencies’ budgets that are cut in 
tough fiscal times. Now is not the time necessarily to compromise 
on some of that. Particularly, as we are talking about, is the foot- 
print is planned too large, given available resources right now? 
That requires some strategic planning. It requires interagency col- 
laboration and coordination. 

There was a question earlier about what kinds of information all 
the agencies pool together into common databases to see who can 
most effectively execute a particular program or activity. We need 
to do more of that as well. 

Ms. Granger. USAID Foreword focused on organizational man- 
agement changes. It requires creating new offices for budgeting and 
monitoring evaluation and reforming procurement processes. We 
are looking at a CR right now that has significant changes. We are 
looking at an appropriations process that begins — well, it has actu- 
ally already begun — that will probably have even deeper cuts. So 
what happens in a situation like that? And how can we oversee 
that, given the limited resources we have? 

Ms. Williams-Bridgers. One of our teams at GAO that focuses 
on acquisition management and sourcing has looked at this new 
monitoring evaluation and procurement oversight shop that has 
been recently set up, and is encouraged that there is this doubled 
attention on the need for contracting oversight because this is 
going to be one of our areas of greatest exposure and highest risk — 
the reliance on contractors to do this work. Whether or not it is the 
appropriate level, whether or not that is a trade-off that can be 
made with other areas, that is something that will be left to be de- 
cided by the Congress and policymakers. But as you move forward, 
we urge the Congress to consider the need for attention on moni- 
toring and evaluation. It is one of the most efficient ways of mak- 
ing decisions about what we need to focus our attention and our 
resources on, and identifying realistic outcomes that can be 
achieved given assumptions that we make. I think that is just crit- 
ical. 

Now, the level of resources that need to be committed, that is 
something that we will leave to others to decide. 

Ms. Granger. I would like to talk about the whole issue of con- 
tracting — and I would note that I also serve on the Defense Appro- 
priations Subcommittee. Today we had Secretary Gates, and we 
talked about the issue of contracting and how many contractors are 
involved. And it was explained again — because Members have to be 
reminded of that — that we may know how many contractors that 
we have on the books but not how many contractors those contrac- 
tors hire. 
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Ms. Williams-Bridgers. Absolutely. 

Ms. Granger. And given the situation we are talking about with 
State, the same thing I am sure will occur. 

Ms. Williams-Bridgers. That is correct. 

Ms. Granger. So we had — I don’t know for how many months we 
asked the question how many contractors there were, we could 
never get an answer. I am concerned about the oversight of the 
contractors whether we have adequate reporting on Subcontractors. 

Ms. Williams-Bridgers. That is right. And what needs to be 
looked at is, particularly with regard to the subcontractors to the 
contractors. This is something that that newly formed unit within 
USAID is looking at, recognizing that the exposure increases expo- 
nentially with the number of subcontractors — and it is not that 
GAO says that we shouldn’t have so many tiers of subcontractors, 
but you have to be able to apply the resources to reach and see and 
have access to what those subcontractors are doing. But I would 
argue that we don’t have a very good handle on how many contrac- 
tors we have. 

You know, there is this SPOT database, that the Synchronized 
Redeployment and Operational Tracker database into which all the 
agencies agree to input data on numbers of contractors and the 
value of the contracts. That is still not complete. That was agreed 
upon as a common database in 2008, and GAO was still reporting 
that we are not seeing sufficient input into that database. 

Ms. Granger. Thank you. I was pleased to read in your report 
last year on new embassy compounds that the Department of State 
is making progress locating staff in more secure and functional fa- 
cilities. However, I am concerned about your findings that in over 
half of the facilities GAO reviewed, there were not enough desks 
for current staffing levels. 

So what are the factors when constructing new embassy com- 
pounds that prevent the accommodation of staff requirements at 
the time of occupancy, and why is it so difficult for State to build 
new compounds that adapt to future staffing requirements? 

Ms. Williams-Bridgers. One of the primary reasons is the abil- 
ity or the lack of ability to readily project years in advance what 
the requirements are going to be. In the case of Afghanistan, even 
Ambassador Eikenberry, outside the embassy, was saying. Who 
would have anticipated an embassy that large 5 years ago? 

So it is the inability to be able to project exactly what the needs 
are going to be, given the changed mission. Again, that harkens 
back to performance planning, strategic planning, underlying as- 
sumptions, having good information from officers who are skilled to 
be able to report back on what we see as occurring in terms of 
emerging events and trends in country. 

So it is an inability to effectively anticipate, project, and strategi- 
cally plan for the needs and the requirements of the mission sev- 
eral years in advance. 

Ms. Granger. If it is several years in advance, then it has to be 
also that we should be able to do something like that in a shorter 
period of time so that we are closer to what the real needs are, I 
would think. 

Ms. Williams-Bridgers. Absolutely. Yes. 
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Ms. Granger. Going back to the security, and that is something 
that so many Members of Congress who have not sat on the com- 
mittee that deals with that, are really not aware of the huge secu- 
rity needs for us, unless we are going to have State Department 
and those civilians in a very small Green Zone. But if they are 
going to be out where they need to be, then the security needs are 
still there. 

Ms. Williams-Bridgers. Absolutely. The Bureau of Diplomatic 
Security has said that if they don’t have all the assets that they 
need, it is going to limit their ability to make movements. And that 
means the diplomatic corps is going to be similarly limited in their 
ability to move out and to actually engage with the host govern- 
ment. 

Ms. Granger. Do you see that in their bidding process, of saying 
this is where we want to go? Is it limiting that because of the secu- 
rity issues? 

Ms. Williams-Bridgers. Are personal decisions affecting bid- 
ding? Absolutely. You have a changed workforce as well. We have 
tandem couples. We have families now that are moving about. So 
that complicates the ability to move, or their desire perhaps to 
move to some of these hot spots. 

Ms. Granger. The report also noted that NEC building systems 
are more costly to operate and maintain. What accounts for this in- 
creased cost? 

Ms. Williams-Bridgers. The increased protection and sophis- 
tication of some of our systems to guard against terrorism, and the 
need to procure safer, more secure land space in order to accommo- 
date the setbacks, which involves negotiated a^eements with coun- 
tries. So I think it is in large part the security that is built into 
these new complexes. 

Ms. Granger. Is there something the Department can be doing 
to mitigate these costs or to reduce problems? Are they looking at 
what was needed before? Is there a forward looking — or how can 
we provide that kind of secure facility at a lower cost? 

Ms. Williams-Bridgers. Madam Chair, may I call on Jess Ford, 
who has been responsible for our new embassy compound over- 
sight? 

Ms. Granger. Yes. 

As we are building these new facilities, then the cost is extraor- 
dinarily high. And I said. What kind of outside-the-box look are we 
seeing to say we can mitigate those costs but still provide security? 

Mr. Ford. The first thing they are trying to come up with is 
standard embassy desi^ so that they can standardize the con- 
struction process. That is one of the tools they are using to try to 
reduce the overall cost of construction. 

One of the points we made in the report you referred to is on the 
operation and maintenance side, in which they underestimated the 
cost of what it is going to take to operate and maintain the new 
embassies, because they are putting in modern HVAC systems and 
putting in modern water systems. Some of these systems have to 
run 24/7. They don’t have the skill sets amongst their staff to oper- 
ate and maintain them, so they have to rely on contractors. So 
what has happened is they have come to Congress and asked for 
more money to operate and maintain these new facilities. 
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On the security side of it, they are looking for standard embassy 
design. They are trying to, as Jacquie mentioned earlier, right-size 
the embassies properly so they have the right number of people 
and they are not building excess space. They are also trying to con- 
solidate agencies into one compound to provide security. So part of 
their program is to take the major agencies operating outside of a 
particular compound — primarily USAID — and move them into a 
safe, secure building. That requires them to have a good design of 
what they are going to build and make sure they have the right 
numbers of people moving in there. 

That has been an area that they need to improve on. That is 
something we recommended in our report you just referred to from 
last year. 

Ms. Granger. Good. Thank you. 

We are into our second and last vote. Without objection, Mrs. 
Lowey’s statement shall be placed in the record. 

This concludes today’s hearing on Oversight of the State, Foreign 
Operations, and Related Programs Subcommittee. Members may 
submit additional questions for the record. The hearing is ad- 
journed. Thank you very much for being here. 

Ms. Williams-Bridgers. Thank you very much. Madam Chair. 
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FY 2012 Budget Request 
Questions for the Record 
Submitted by Chairwoman Kay Granger 
for GAO 


Mexico 

1. You stated at the hearing that the GAO had recently received a State Department 
plan for the delivery of the remaining equipment for Mexico, pursuant to a GAO 
recommendation. Does the plan adequately address the urgency necessary to get 
Mexico the equipment they need? Are there any problems that this Subcommittee 
should be addressing? 

In response to GAO’s recommendation,' State reported last fall that it was tracking 
Merida programs on a weekly basis and was developing a weekly report on the status of 
these programs. According to State, this had resulted in a significant increase in the 
number of procurements and more accurate tracking of delivery times. The plan we cited 
at the Subcommittee’s hearing was the latest of these delivery schedules that we had 
independently assessed, An updated Merida delivery schedule provided by State, dated 
August 1, 201 1, indicates that more equipment has been delivered or is scheduled for 
delivery to Mexico. This schedule includes several items delivered since our last 
assessment, such as three additional Bell helicopters, numerous canine units, additional 
polygraph units, contraband detection kits, tactical equipment, and railroad x-ray 
inspection equipment. 

We are currently working on an engagement related to Merida for the House Committee 
on Homeland Security. As part of that work, we are following up on our earlier 
recommendations and expect to learn more about the adequacy of State’s delivery plans. 


2. The State Department has indicated that it would take until June to provide the 
Committee with performance measures on the Merida Mexico Initiative. Has the 
GAO been briefed on the development of these measures? What types of 
performance measures will provide meaningful information regarding the results 
our assistance is having to fight the drug trafficking organizations? 

We previously recommended that State develop performance measures that indicate 
progress toward Merida’s strategic goals.^ On December 12, 2011, State officials told 
GAO that the department had developed performance measures for Merida and included 
them in strategic documents that were undergoing a classification review. According to 
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State, the performance measures cannot be shared with GAO until the classification 
review is completed, GAO formally requested these documents on October S, 201 1 , as 
part of an ongoing review. 

While it is up to agencies to establish specific performance measures appropriate to 
assess progress of programs for which they are responsible, GAO has identified criteria to 
evaluate agencies’ performance goals and measures and has reported on nine key 
attributes of successful performance measures.^ In brief, the performance measures 
should (1) be aligned with goals, (2) be clearly stated and consistent with the 
methodology, (3) be measurable, (4) be objective, (5) be reliable, (6) cover core program 
activities, (7) limit overlap, (8) be balanced, and (9) cover government-wide priorities, 
such as quality, timeliness, and cost of service. 


Pakistan 

3. The February GAO report made several recommendations to the Department of 
State and USAID regarding assistance provided through Pakistani organizations. 
Please provide an update on actions the Department and USAID have taken to 
address GAO’s recommendations. 

In February 2011,“' we reported on U.S. oversight of development, economic, and 
democratic assistance (henceforth referred to as “civilian assistance”) authorized by the 
Enhanced Partnership with Pakistan Act of 2009.’ We made three recommendations: two 
to the Secretary of State regarding the Pakistan Assistance Strategy Report and one to the 
USAID Administrator regarding U.S. civilian assistance implemented by Pakistani 
institutions. 

First, the Pakistan Assistance Strategy Report mandated by the Enhanced Partnership 
with Pakistan Act of 2009 describes U.S. policy and strategy for the civilian assistance to 
Pakistan. The act mandates that the report, submitted by the Secretary of State to 
Congress in December 2009, include seven reporting requirements. While the report 
describes plans related to program monitoring and impact evaluation research, it does not 
contain plans specifically related to operations research as required.* As plans on such 
efforts are to be updated every 1 80 days in the Semi-Annual Monitoring Report, we 
recommended that State include information on plans for operations research in its 
forthcoming report. In response to our recommendation, State indicated that the use of 
operations research to track performance and impact program design and implementation 
is already ongoing and that it will include information on its plans for operations research 
in the Semi-Annual Monitoring Report due to Congress in late 2011. Including such 
information in the forthcoming report should address the intent of our recommendation. 
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Second, the Pakistan Assistance Strategy Report did not include a projection of levels of 
assistance to be provided to Pakistan under the act for all 1 7 of the Millennium Challenge 
Account eligibility indicators, as the act requires. Specifically, the report did not contain 
information on 7 of the Millennium Challenge indicators, including natural resource 
management, business start-up, trade policy, and inflation control. In response to our 
recommendation. Stale indicated that it will provide a breakdown of the civilian 
assistance disbursed by all 17 of the Millennium Challenge categories along with the 
Semi-Annual Monitoring Report that is due to Congress in late 201 1 . We believe that 
providing such information to the Congress will address the intent of our 
recommendation. 

Third, we found that USAID had begun implementing measures to assess the capacity of 
Pakistani institutions to implement U.S. assistance by requiring these institutions to 
undergo a preaward assessment of their internal controls and financial management 
systems prior to receiving U.S. funds. However, USAID guidance on preaward 
assessments did not contain information on whether weaknesses identified in the 
preaward assessment must be addressed or whether the assessment’s recommendations to 
enhance the accountability of U.S. funds must be implemented. We recommended that 
USAID take actions to ensure that U.S. assistance to Pakistani organizations identified as 
high- or medium-risk be provided through contracts, grants, or agreements that require 
these organizations to address weaknesses identified in their preaward assessment in 
order to improve the accountability of U.S. funds. On July 19, 201 1, in response to our 
follow-up on this recommendation, USAID/Pakistan sent us a newly executed action 
memo signed by the Mission Director, providing new guidance on the risk assessment 
and preaward assessment process. The new guidance describes how recommendations 
and mitigation measures from the preaward assessments will be integrated into 
agreements with Pakistani institutions. For example, a team of USAID officials will 
review the risks identified and conditions recommended in the preaward assessment, 
describe actions to mitigate these risks, identify the responsible party for the actions, and 
set a timeline to implement these measures. We believe that the new guidance will 
enhance the accountability of U.S. civilian assistance implemented by Pakistani 
institutions by helping to ensure that weaknesses identified in preaward assessments are 
addressed. Consequently, we have closed this recommendation as implemented. 
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4. The February report also stated that it was unable to determine the full impact of 
the assistance provided to Pakistan as most of the FY 2010 assistance had not yet 
been disbursed. What are the obstacles contributing to the slow obligation rate and 
what recommendations does GAO have to overcoming them? 

Since our February report, additional civilian assistance funds have been disbursed. 
According to the Congressional Research Service, for fiscal year 2010 civilian assistance 
funds, approximately $712 million has been disbursed of the approximately $1.5 billion 
that was appropriated. For fiscal year 201 1 civilian assistance funds, approximately $720 
million has been disbursed of the approximately $1.1 billion that was appropriated. 


Table 1: Civilian Assistance to Pakistan, Appropriated Funds and Disbursements for FY 2010 and FY 2011 as 
of November 4, 2011 

Dollars in millions 


FY 2010 


FY 2011 


Civilian assistance account 

Appropriated Disbursements 
Funds 

Appropriated Disbursements 
Funds 

Economic Support Funds 

$1,292 

$672 

$919 

$658 

Internationa! Narcotics Control and 

Law Enforcement 

$170 

$16 

$114 

$29 

Globa! Health and Child Survival 

$30 

$21 

$28 

$19 

Nonproliferation, Antiterrorism, 

Demining, and Related Programs 

$24 

$3 

$25 

$14 

Total 

$1,516 

$712 

$1,086 

$720 

Source: Congressional Research Service 


During our visit to the U.S. Embassy in Islamabad in October 2010, U.S. officials cited 
extensive consultation with Pakistani institutions and the need to create and implement 
new accountability measures for assistance executed through Pakistani institutions as 
challenges that have slowed program development. For example, U.S. program officials 
in Pakistan noted that the new project approval process for providing U.S. assistance to 
Pakistan is lengthy, as projects must be approved by both U.S. and Pakistani government 
agencies.’ More recently, in October 201 1, the USAID, State, and DOD Inspectors 
General reported that implementation and monitoring of USAID projects have been 
hindered by stricter Government of Pakistan requirements for travel outside of Islamabad 
and provincial capitals.* 
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Further Enhanced, GAO- 1 1 -3 1 OR (Washington, D.C.: Feb. 17, 201 !). 

^Pub. L. No. I n-73, 123 Stat. 2060 (Oct. 15, 2009). 

’^Operations research is defined in the act as “the application of social science research methods, statistical analysis, 
and other appropriate scientific methods to judge, compare, and improve policies and program outcomes, from the 
earliest stages of defining and designing programs through their development and implementation, with the 
objective of the rapid dissemination of conclusions and concrete impact on programming.” See Pub. L. No. 1 1 1-73, 
123 Stat. 2060, 206! (Oct. 15, 2009), codified at22 U.S.C. § 8401. 

’The new model for providing U.S. assistance to Pakistan is to shift program implementers from U.S. -based partners 
to Pakistani organizations. 

®USA1D, State, and DOD Inspectors General, Quarterly Progress and Oversight Report on the Civilian Assistance 
Program in Pakistan as of September 30, 2011 (Washington, D.C.: Oct. 31, 2011). 
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Questions for the Record 
Submitted by Nita M. Lowey 
For the GAO Hearing 
March 3, 2011 

Question 1 : Management Capacity and Training 

It is very clear to me from your statement that the global workforce of the State Department and 
USAID is simply too small for all that is asked of them and we need to continue to provide the 
necessary resources to further build up staffing and training to deploy a workforce that meets our 
foreign policy goals. 

• In your review of State Department and USAID program management, was there a 
requirement for specialized or formal training for individuals responsible for managing 
programs that included how to develop and implement performance measurements that 
determine success or failure? 

Answer 


We are not aware of a specific State or USAID requirement for specialized or formal 
performance measurement training for individuals responsible for program management. 
However, USAID’s January 201 1 Evaluation Policy states that the agency’s technical and 
regional bureaus — as well as units in charge of implementing development projects — will 
invest in training of key staff in evaluation management and methods. Additionally, the 2010 
Quadrennial Diplomacy and Development Review states that USAID has begun recruiting 
for experts in monitoring and evaluation and notes that State and USAID training programs 
will emphasize the value of empirical information for budgeting and decision-making and 
provide analytic tools, including cost/benefit and cost-effectiveness analysis. 


• Is it your opinion that some State Department and USAID staffs do not possess the necessary 
skills to properly oversee and manage foreign assistance dollars? 
o If so, is it because they lack expertise and training in key areas? 

Answer 


We reported in June 20 lO' that USAID did not have the information needed to accurately 
determine the extent to which staff possessed the necessary skills. In 2008, USAID issued its 
first 5-year workforce plan, which discussed the agency's workforce challenges, such as 
meeting its mission following a multiple-year decrease in direct-hire staff levels and 
increased workload. It also discussed the efforts the agency had taken and planned to take, 
particularly in staff recruitment and retention, to strengthen its workforce. However, we 
found that the plan lacked several strategic workforce planning elements. First, the plan 
largely focused on U.S. direct-hire staff and did not include workforce analyses covering the 
agency's entire workforce, including contractors. Second, it did not fully assess the agency's 
workforce needs, including a comprehensive assessment of where workforce gaps exist and 
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the staffing levels required to meet program needs and goals. Third, it did not include a 
comprehensive analysis of the agency's gaps in critical skills and competencies and did not 
specify actions that the agency intended to take to address identified competency gaps. We 
further reported that USAID’s ability to plan and manage its workforce was challenged by 
the lack of a sufficiently reliable and comprehensive system to record the number, location, 
and occupation of its staff. 

With regard to State, we reported in January 201 1^ that there are several gaps in the 
department’s efforts to strategically plan and prioritize training. In particular, we found that 
the department lacks a systematic, comprehensive training needs assessment process clearly 
incorporating all bureaus and posts, particularly at the occupational and individual levels. 


o Can you comment on whether the State Department and USAID are filling their 
technical capacity gaps adequately? 

Answer 

USAID's 2008 workforce plan included the Development Leadership Initiative — a multiyear 
hiring effort to increase the size of the agency's Foreign Service workforce by 1,200 through 
2012. The goal of the initiative is to strengthen the agency's capacity to effectively deliver 
U.S. foreign assistance with increased technical expertise in the field and to engage more 
broadly with development partners. However, at the time of our June 2010 report, the agency 
had not met its hiring targets in terras of the number of newly hired Foreign Service Officers 
in certain occupational categories, particularly controllers and health officers. 

Similarly, in 2008,^ we found that USAID lacked the capacity to develop and implement a 
strategic acquisitions and assistance"* (A&A) workforce plan because it lacked (1) sufficiently 
reliable and up-to-date data on its overseas A&A staff levels and (2) comprehensive 
information on the competencies of its overseas A&A staff. Although USAID had made 
some efforts to address its A&A workforce issues, these efforts did not constitute a strategic 
A&A workforce plan that took into account the entire A&A workforce. Without accurate and 
reliable A&A staff data, USAID did not have adequate information to address workload 
imbalances. As the amount of its obligations and the number of A&A instruments continue to 
increase, USAID should work to ensure that the appropriate number of staff with the 
requisite competencies and skills are available to manage A&A operations. 

With regard to State, we reported in July 2010^ that State has experienced problems in hiring 
U.S. Foreign Service facility managers and locally-employed maintenance staff that possess 
needed technical skills to operate and maintain new embassy compounds (NECs), In 
addition, local maintenance staff need more training in operating the sophisticated NEC 
building systems. As a result, facilities may be operating suboptimally and important 
maintenance activities may be compromised, leaving NECs at risk of not performing as 
expected. We found that State’s Long-Range Overseas Maintenance Plan does not identify 
costs or a schedule to address the training needs of local maintenance staff to ensure the 
investment in NECs is protected. We concluded that if State cannot hire enough facility 
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managers and local maintenance staff with the technical skills and qualifications needed to 
understand the NEC building systems and also train the local facilities staff responsible for 
operating and maintaining those sophisticated systems. State puts at risk the investment made 
in those NECs, the safety of the people operating and working in the facilities, and the ability 
of U.S. government employees to conduct their work. 


• Are the State Department and USAID equipped and sufficiently staffed to manage programs? 
o Do they have the personnel and training to manage programs and provide the proper 
level of oversight in places such as Iraq, Pakistan, Afghanistan and Mexico? 
o Our Committee was told that many of the positions provided in prior years were for 
overseas posts. Can you comment on whether their training has been completed and 
they have left for posts around the world? 

Answer 


We reported in September 2009^ that, despite steps taken over several years, State continues 
to face persistent staffing and experience gaps at hardship posts, as well as notable shortfalls 
in foreign language capabilities. A common element of these problems has been a 
longstanding staffing and experience deficit, which has both contributed to the gaps at 
hardship posts and fueled the language shortfall by limiting the number of staff available for 
language training. State’s Bureau of Diplomatic Security has also faced experience gaps. We 
reported in December 2009^ that thirty-four percent of Diplomatic Security’s positions (not 
including those in Baghdad) were filled with officers below the position’s grade. For 
example, several Assistant Regional Security Officers with whom we met were in their first 
overseas tours and stated that they did not feel adequately prepared for their job, particularly 
their responsibility to manage large security contracts. State has undertaken several initiatives 
to address its staffing and experience shortages, including multiple staffing increases 
intended to fill the gaps, However, the department has not undertaken these initiatives in a 
comprehensive and strategic manner. As a result, it is unclear when State will close the 
staffing and skill gaps that put diplomatic readiness at risk. 

With regard to USAID, newly-hired USAID Foreign Service Officers begin their 
employment with 4 to 1 2 months of formal training and rotations among offices and bureaus 
to receive on-the-job training at USAID headquarters in Washington. Once training in 
Washington is complete, officers hired under the Development Leadership Initiative deploy 
for 2 additional years of formal training and rotations among offices at an overseas mission. 
At the time of our June 2010 review, newly-hired staff had begun to deploy to the field. 
However, we reported that USAID lacked a systematic approach to assigning new hires to 
overseas positions. 
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• Is there a sufficient focus on monitoring and evaluation of programs so that State and USAID 
can uncover corruption as well as performance problems? 

o Do you believe that the State Department and USAID receive sufficient training 
specifically related to corruption? 

Answer 

We have not assessed whether the focus State and USAID place on monitoring and 
evaluation of programs is sufficient to uncover corruption. 
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Question 2: Funding of Personnel 

In the written testimony it spoke of building the capacity of U.S. agencies to advance foreign 
policy priorities. In this time of fiscal belt-tightening, it is important that we not lose sight of the 
fact that diplomacy and development are crucial to promoting stability, improving economies, 
and sustaining peace. 1 am concerned that without adequate resources this subcommittee cannot 
continue to support critical national security investments while ensuring that funds are used 
effectively and efficiently, achieve clear objectives, and demonstrate results. 

• In your assessment, what would be the impact of a cut of funding for staffing on overcoming 
any management challenges you present to us today? 

Answer 


Recent departmental initiatives — in particular, “Diplomacy 3.0,” a multiyear effort launched 
in March 2009 with a primary aim of increasing the size of State’s Foreign Service by 25 
percent and the civil service by 13 percent — have underscored the importance of training to 
equip personnel to fulfill State’s leadership role in world affairs and to advance and defend 
U.S. interests abroad. Cuts to funding for these initiatives would likely affect State’s ability 
to eliminate staffing gaps and hire enough new employees above attrition to allow staff time 
for job training — also referred to as a “training float.” We have previously found that staffing 
and language gaps can compromise diplomatic readiness.* For instance, we reported in 
September 2009 that foreign language gaps were notably high in Afghanistan, where 33 
of 45 officers in language-designated positions (73 percent) did not possess the required 
language proficiency, and in Iraq, with 8 of 14 officers (57 percent) lacking sufficient 
language skills. Furthermore, State is currently in the midst of what it has called the most 
challenging military-to-civilian transition in U.S. history in Iraq, one of the posts of greatest 
hardship where State personnel serve. Reduced funding for staffing could complicate State’s 
ability to manage this transition. 


• Would this just force DOD to take on the duties and responsibilities of USAID and State? 
Answer 

The extent to which DOD could take on duties and responsibilities of State and USAID in the 
event of funding cuts is subject to various factors, including the availability of DOD 
personnel — a particularly pressing issue given the ongoing drawdown of military personnel 
from Iraq, scheduled to complete by fall 2011, and U.S, plans to begin withdrawing military 
personnel from Afghanistan in July 2011. However, as our work has noted, DOD personnel 
in Iraq and Afghanistan have participated in — and, in some cases, led — various efforts that 
traditionally fall under the purview of USAID and State. For instance, we reported in October 
2008’ that although the mission of provincial reconstruction teams (PRTs) in Afghanistan 
included several activities that are typically conducted by civilian agencies — such as 
facilitating reconstruction and strengthening local governance and community 
development — these PRTs were led by DOD and composed primarily of military personnel. 



844 


In addition, DOD agreed to temporarily staff many of the civilian agency positions in PRTs 
in Iraq. Similarly, whereas traditional security assistance programs operate under State’s 
authority, DOD directs U.S. programs to train and equip security forces in Iraq and 
Afghanistan. 
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Question 3: Direct Government-to-Govemment Support 

In your testimony you referred to a pledge set forth at the I,ondon conference in January 2010, 
where the United States and the international community agreed to work to provide up to 50 
percent of donor assistance directly through mechanisms of the Government of Afghanistan. 
This effort carries significant risk of corruption, collusion, and misappropriation of assistance 
funds. Therefore, the United States Government must put adequate controls in place to ensure 
that funds are used appropriately. 

Can you comment on the potential risks of this approach and in particular whether the Afghan 
government has the capacity to effectively oversee this assistance? 

Answer 


USAID guidance states that the type of direct assistance provided to Afghanistan — both 
bilaterally and raultilaterally — works best with governments that are committed to anti- 
corruption and transparency. Given the concern about corruption in Afghanistan, U.S. agencies 
could face risks in ensuring accountability of the funds that they provide directly. An indication 
of the potential risk is USAID’s inability, as of March 2010, to gain additional oversight of 
multilateral direct assistance. Specifically, in 2010, USAID awarded $1.3 billion in direct 
assistance to the World Bank’s Afghanistan Reconstruction Trust Fund and requested access to 
the trust fund’s underlying audit documentation. However, in March 2010, the World Bank 
declined to grant USAID access to this documentation on the grounds that the trust fund is 
multilateral and that such access would therefore need to be negotiated with all donors. We are 
currently examining this and other issues as part of a review of U.S. efforts to ensure 
accountability of direct assistance to Afghanistan. 

With regard to capacity, USAID conducts assessments of Afghan ministries’ capability to 
account for USAID funds and undertake procurement actions. It has assessed several Afghan 
ministries or offices, such as the Ministry of Finance and the Control and Audit Office, 
Afghanistan’s supreme audit institution. The assessments state that the Ministry of Finance’s 
systems are adequate for the purpose of accounting for and managing USAID funds. However, 
the assessments state that the Control and Audit Office has limited capacity to audit donor funds. 
USAID states that it is conducting assessments of other ministries. We are currently reviewing 
U.S. efforts to build the Afghan government’s public financial management capacity. 


• What assurances are there that appropriate safeguards are in place and that assistance is not 
being diverted by corrupt actors in and outside of the Afghanistan government? 

Answer 


As part of our review of U.S. efforts to ensure accountability of direct assistance to 
Afghanistan, we are examining U.S. safeguards over direct assistance funds provided to 
Afghan ministries and through multilateral trust funds. 
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• What indicators did you see that host country capacity has been strengthened to effectively 
provide services? 

Answer 

Please see response to first bullet. 


• What process is being undertaken by USAID to assess the capacity of Afghan ministries to 
receive direct assistance? 

o Do you believe that this oversight process is adequate? 
o What more should USAID do to safeguard these resources? 

Answer 

As noted earlier, we are currently reviewing U.S. efforts to ensure accountability of direct 
assistance to Afghanistan. 


• If we are to successfully transition out of Afghanistan by 2014 what more must USAID or 
other U.S, Government agencies do to increase the capacity of these Government of 
Afghanistan ministries that are being considered for direct government-to-government 
support? 

Answer 


During the 2010 London Conference, Afghan government officials agreed to develop a plan 
that would document how the government would ensure that it could make effective use of 
direct government-to-government assistance. Afghan government officials and international 
donors subsequently developed and agreed to an action plan called the Public Financial 
Management Roadmap. This plan identifies three main areas that need to be reformed to ensure 
that the Afghan government can effectively design and implement programs in a transparent and 
accountable way. These three key areas include strengthening the budget so that the Afghan 
government can, for example, better manage foreign assistance; improving budget execution to 
increase the delivery of services, among other things; and increasing accountability and 
transparency. We plan to assess progress in these key areas as part of our review of U.S. efforts 
to build the Afghan government’s public financial management capacity. 
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Question 4: Protection of USG Personnel in Iraq 

As I mentioned in my opening, I am concerned about your report that State’s Diplomatic 
Security Bureau is not prepared for the transition in Iraq. There is no room for error in such a 
critical environment. 

• Can State (DS) provide security in Iraq for the nearly doubling of staff when State takes over 
from DOD? If not, what can State do now to get ready? 

Answer 


Please refer to our July 2010 report entitled Stabilizing Iraq: Political, Security, and Cost 
Challenges in Implementing U.S. Government Plans to Transition to a Predominantly 
Civilian Presence. (This report is not publicly available.) 


I worry that this situation will lead to over-reliance on contractors, which has been problematic 
for State in the past. I continue to have many concerns from staffing and oversight of inherently 
government activities and about State Department’s ability to handle the large contracting and 
oversight responsibilities they will assume on October 1 . 

• Does State have the personnel and resources it needs to handle contractor oversight? 

Answer 


As we and others have reported, State’s oversight of contractors in Iraq has been inadequate 
at times, in part due to an insufficient number of appropriately trained personnel." In turn, 
State has turned to contractors to help support its performance of contract administration 
functions, such as on-site monitoring of contractor activities and supporting contracting and 
program offices on contract-related matters. 

In last year’s Quadrennial Diplomacy and Development Review, State acknowledged 
shortcomings in its contractor oversight, recognizing the need to enhance its oversight 
personnel and ensure that they have the appropriate skill sets and resources. Even more 
recently, the Secretary of State testified before the Subcommittee that the department is not 
in an “optimal situation” with contractors expected to comprise 84 percent of the U.S, 
government’s workforce in Iraq. 

We recently initiated a review of State’s capacity to plan for, award, administer, and oversee 
contracts with performance in conflict environments, such as Iraq,'^ As part of this review, 
we will assess the department’s workforce both in terms of number of personnel and their 
expertise to carry out acquisition functions, including contractor oversight. We will also 
assess the status of the department’s efforts to enhance its workforce to perform these 
functions. 
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In Pakistan, there are questions about appropriate oversight of funds managed by United States 
government implementing partners and by the government of Pakistan. We all agree that we 
need to ensure that United States Government funding is being used effectively and efficiently. 
USAID has listed various steps they are taking to strengthen implementing partners. The GAO 
report from February 1 7 of this year which addresses enhancement of oversight of civilian 
assistance to Pakistan states that GAO’s analysis shows that not all medium- and high-risk 
partners are required to address weaknesses discovered during the pre-award assessment phase. 


• What more should USAID do to address this short-coming that they are not already doing? 


Answer 

As the question notes, our February 201 1 report found that USAID’s efforts to oversee 
civilian assistance to Pakistani organizations can be further enhanced. Specifically, we 
reported that not all contracts, grants, and agreements awarded to Pakistani organizations for 
fiscal year 2010 assistance required these organizations to address the weaknesses identified 
in their preaward assessment. For example, a grant with a Pakistani organization that had 
been identified as medium-risk did not include any specific provisions to address any of the 
recommendations made in the preaward assessment for mitigating identified risks, which, 
among others, included the need to implement a conflict of interest policy and recruit more 
qualified internal audit and procurement staff. Consequently, we recommended that USAID 
ensure that U.S. assistance to Pakistani organizations identified as high- or medium-risk be 
provided through contracts, grants, or agreements that require these organizations to address 
weaknesses identified in their preaward assessments. We believe that taking this action 
would further enhance accountability and management of U.S. civilian assistance to Pakistan. 
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Endnotes 


'GAO, Foreign Assistance: USAID Needs to Improve Its Strategic Planning to Address Current and 
Future Workforce Needs, GAO-10-496 (Washington, D.C.; June 30, 2010). 

'GAO, Department of State: Additional Steps Are Needed to Improve Strategic Planning and Evaluation of Training 
for Slate Personnel, GAO-1 1-241 (Washington, D.C.; Jai. 25, 2011). 

^GAO, USAID Acquisition and Assistance: Actions Needed to Develop and Implement a Strategic Workforce Plan, 

G AO-08-1 059 (Washington, D.C.: Sept. 26, 2008). 

■^Acquisition instruments are contracts for goods and service, while assistance instruments include grants and 
cooperative agreements. 

^GAO, New Embassy Compounds: State Faces Challenges in Sizing Facilities and Providing for Operations and 
Maintenance Requirements, GAO-10-689 (Washington, D.C.: July 20, 2010). 

^GAO, Department of State: Persistent Staffing and Foreign Language Gaps Compromise Diplomatic Readiness, 
GAO-09-1046T (Washington, D.C.: Sept. 24, 2009). 

’GAO, Slate Department: Challenges Facing the Bureau of Diplomatic Security, GAO-10-290T (Washington, D.C.: 
Dec. 9, 2009). 

®See GAO-09-1046T. 

^GAO, Provincial Reconstruction Teams in Afghanistan and Iraq, GAO-09-86R (Washington, D.C.; Oct. 1 , 2008). 

'”GA0, Stabilizing Iraq: Political, Security, ond Cost Challenges in Implementing U.S. Government Plans to 
Transition to a Predominantly Civilian Presence, GAO-10-718SU (Washington, D.C.: July 29, 2010). 

"See, for example, GAO, Iraq: Key Issues for Congressional Oversight, GAO-09-294SP (Washington, D.C.: Mar. 
24, 2009). 

'^We initiated this review under the Comptroller General’s authority to conduct evaluations on his own Initiative. 

’^See GAO, Department of State ’s Report to Congress and U.S. Oversight of Civilian Assistance to Pakistan Can Be 
Further Enhanced, GAO-1 1‘310R CWashington, D.C.: Feb. 17, 2011). 
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Questions for the Record 
Submitted By Rep. Frank R. Wolf 
For the GAO Hearing 
March 3, 2011 


Question 1 : 

A February 8 Wall Street Journal article titled U.S. Pakistan Aid Shows Little Progress, featured 
the following quote: 

“The report, released jointly this week by the Office of Inspector General of the U.S. Agency for 
International Development, the Department of State and Department of Defense, found U.S. aid 
officials on the ground in Pakistan had failed to supply data to allow a systematic evaluation of 
whether the assistance was helping stabilize the nation. . The article continued, "One year after 
the launch of the civilian-assistance strategy in Pakistan, USAID has not been able to 
demonstrate measurable progress." 

As you know, the Enhanced Partnership with Pakistan Act of 2009 authorizes up to $1 .5 billion a 
year for FY 2010 through FY 2014. To your knowledge, has USAID taking any substantive 
steps in response to this deeply troubling report? Are you at all convinced that there are the 
necessary protections in place to ensure that these massive amounts of aid don’t fall into the 
hands of corrupt government officials? 

Answer: 


During our trip to Pakistan in March 201 1, we learned that U.S. Embassy Islamabad is planning 
to hire a firm to monitor and evaluate U.S. civilian assistance to Pakistan. With regard to the 
question of whether or not there are necessary protections in place to ensure that this assistance is 
not diverted to unintended recipients, we issued a report in February 201 1 ' that identified various 
steps USAID has taken, or intends to take, to mitigate the risk associated with providing 
assistance directly to Pakistani organizations. These steps include, among others, preaward 
assessments of Pakistani organizations receiving U.S. funding for the first time and capacity- 
building programs for such organizations identified in preaward assessments as high-risk or 
medium-risk. In addition, we recommended that further action be taken to require Pakistani 
organizations to address weaknesses in their ability to oversee and manage U.S. funds as 
identified in USAID preaward assessments. 
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Question 2: 

Issues of Internet freedom have been a long-time priority for Congress. Recent events around the 
world in the Middle East and elsewhere have again shown the power of the Internet, social 
media, etc, in advancing democracy and freedom. Repressive governments the world over 
recognize this as evidenced by the Chinese government blocking Internet searches of words such 
as “Egypt” and “Tahrir Square.” And yet, it took the State Department more than two years 
before funds were distributed to Internet freedom systems from the FY 2009 appropriation, and 
more than 15 months passed before the Department even announced a plan for distributing its 
$30 million FY 2010 Internet freedom appropriation. A recent lead editorial in The Washington 
Post was critical of the Department’s handling of the Internet freedom issue, noting the seeming 
discrepancy between the Secretary’s rhetoric and the Department’s actions on this issue, saying, 
“(W)ords are one thing, and deeds are another.” Is this an issue you are aware of? Do you have 
an explanation for what appears to be an exceptionally long time to distribute funds, especially 
on an issue of this import? 

Answer: 


We have not reviewed State’s distribution of funding for Internet freedom. However, in response 
to a mandate from Congress, we are currently conducting a review of firms that have exported 
communications monitoring and blocking technology to Iran and the extent to which the U.S. 
government has contracts with these firms.^ 
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Endnotes 


'See GAO, Department of State ’s Report to Congress and U.S. Oversight of Civilian Assistance to Pakistan Can Be 
Further Enhanced^ GAO- 11 -31 OR (Washington, D.C.: Feb. 17, 20! 1). 

^Comprehensive [ran Sanctions, Accountability, and Divestment Act of 2010, Pub. L. No. 1 1 1-195, § 106(d), 124 
Stat. 1312, 1336. 
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